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Resolved, That the Secretary of the Senate 
is authorized and directed to pay, from the 
contingent fund of the Senate, to Mary Lyda 
Nance, widow of Admiral James W. Nance, 
an employee of the Senate at the time of his 
death, the sum of $200,000, that sum to be 
considered inclusive of funeral expenses and 
all other allowances.

f 

AMENDMENTS SUBMITTED 

DEPARTMENT OF THE INTERIOR 
AND RELATED AGENCIES APPRO-
PRIATIONS ACT, 2000

CRAPO (AND OTHERS) 
AMENDMENT NO. 1372

(Ordered to lie on the table.) 
Mr. CRAPO (for himself, Mr. CRAIG,

and Mr. BURNS) submitted an amend-
ment to be proposed by them to the bill 
(H.R. 2466) making appropriations for 
the Department of the Interior and re-
lated agencies for the fiscal year end-
ing September 30, 2000, and for other 
purposes; as follows:

On page 10, line 16, after ‘‘herein,’’ insert 
the following: ‘‘of which not less than 
$750,000 shall be available for the develop-
ment of a voluntary enrollment habitat con-
servation plan for cold water fish in coopera-
tion with the States of Idaho and Montana 
(of which $150,000 shall be used to fund full-
time positions of personnel to assist in the 
development of the plan and $300,000 shall be 
made available to each State for data collec-
tion, organizational, and related activities), 
and of which not more than $64,626,000 shall 
be available for habitat conservation, and’’. 

f 

TAXPAYER REFUND ACT OF 1999

BROWNBACK AMENDMENT NO. 1373

(Ordered to lie on the table.) 
Mr. BROWNBACK submitted an 

amendment intended to be proposed by 
him to the bill (S. 1429) to provide for 
reconciliation pursuant to section 104 
of the concurrent resolution on the 
budget for fiscal year 2000; as follows:

Beginning on page 11, strike line 18 and all 
that follows through page 32, line 14, and in-
sert the following: 
SEC. 201. ELIMINATION OF MARRIAGE PENALTY 

IN INDIVIDUAL INCOME TAX RATES. 
(a) GENERAL RULE.—Section 1 (relating to 

tax imposed) is amended by striking sub-
sections (a) through (e) and inserting the fol-
lowing:

‘‘(a) MARRIED INDIVIDUALS FILING JOINT RE-
TURNS AND SURVIVING SPOUSES.—There is 
hereby imposed on the taxable income of—

‘‘(1) every married individual (as defined in 
section 7703) who makes a single return 
jointly with his spouse under section 6013, 
and

‘‘(2) every surviving spouse (as defined in 
section 2(a)),
a tax determined in accordance with the fol-
lowing table:

‘‘If taxable income is: The tax is: 
Not over $50,700 .............. 15% of taxable income. 
Over $50,700 but not over 

$122,800.
$7,605, plus 28% of the ex-

cess over $50,700. 

‘‘If taxable income is: The tax is: 
Over $122,800 but not over 

$256,200.
$27,793, plus 31% of the 

excess over $122,800. 
Over $256,200 but not over 

$556,900.
$69,147, plus 36% of the 

excess over $256,200. 
Over $556,900 ................... $177,399, plus 39.6% of the 

excess over $556,900.
‘‘(b) HEADS OF HOUSEHOLDS.—There is here-

by imposed on the taxable income of every 
head of a household (as defined in section 
2(b)) a tax determined in accordance with the 
following table:

‘‘If taxable income is: The tax is: 
Not over $33,950 .............. 15% of taxable income. 
Over $33,950 but not over 

$87,700.
$5,092.50, plus 28% of the 

excess over $33,950. 
Over $87,700 but not over 

$142,000.
$20,142.50, plus 31% of the 

excess over $87,700. 
Over $142,000 but not over 

$278,450.
$36,975.50, plus 36% of the 

excess over $142,000. 
Over $278,450 ................... $86,097.50, plus 39.6% of 

the excess over $278,450.
‘‘(c) OTHER INDIVIDUALS.—There is hereby 

imposed on the taxable income of every indi-
vidual (other than an individual to whom 
subsection (a) or (b) applies) a tax deter-
mined in accordance with the following 
table:

‘‘If taxable income is: The tax is: 
Not over $25,350 .............. 15% of taxable income. 
Over $25,350 but not over 

$61,400.
$3,802.50, plus 28% of the 

excess over $25,350. 
Over $61,400 but not over 

$128,100.
$13,896.50, plus 31% of the 

excess over $61,400. 
Over $128,100 but not over 

$278,450.
$34,573.50, plus 36% of the 

excess over $128,100. 
Over $278,450 ................... $88,699.50, plus 39.6% of 

the excess over $278,450.
‘‘(d) ESTATES AND TRUSTS.—There is hereby 

imposed on the taxable income of—
‘‘(1) every estate, and 
‘‘(2) every trust, 

taxable under this subsection a tax deter-
mined in accordance with the following 
table:

‘‘If taxable income is: The tax is: 
Not over $1,700 ................ 15% of taxable income. 
Over $1,700 but not over 

$4,000.
$255, plus 28% of the ex-

cess over $1,700. 
Over $4,000 but not over 

$6,100.
$899, plus 31% of the ex-

cess over $4,000. 
Over $6,100 but not over 

$8,350.
$1,550, plus 36% of the ex-

cess over $6,100. 
Over $8,350 ...................... $2,360, plus 39.6% of the 

excess over $8,350.’’.
(b) INFLATION ADJUSTMENT TO APPLY IN DE-

TERMINING RATES FOR 2000.—Subsection (f) of 
section 1 is amended—

(1) by striking ‘‘1993’’ in paragraph (1) and 
inserting ‘‘1999’’, 

(2) by striking ‘‘1992’’ in paragraph (3)(B) 
and inserting ‘‘1997’’, and 

(3) by striking paragraph (7). 
(c) CONFORMING AMENDMENTS.—
(1) The following provisions are each 

amended by striking ‘‘1992’’ and inserting 
‘‘1997’’ each place it appears: 

(A) Section 25A(h). 
(B) Section 32(j)(1)(B). 
(C) Section 41(e)(5)(C). 
(D) Section 68(b)(2)(B). 
(E) Section 135(b)(2)(B)(ii). 
(F) Section 151(d)(4).
(G) Section 221(g)(1)(B). 
(H) Section 512(d)(2)(B).
(I) Section 513(h)(2)(C)(ii). 
(J) Section 877(a)(2). 
(K) Section 911(b)(2)(D)(ii)(II). 
(L) Section 4001(e)(1)(B). 
(M) Section 4261(e)(4)(A)(ii). 
(N) Section 6039F(d). 
(O) Section 6334(g)(1)(B). 
(P) Section 7430(c)(1). 
(2) Subclause (II) of section 42(h)(6)(G)(i) is 

amended by striking ‘‘1987’’ and inserting 
‘‘1997’’.

(3) Subparagraph (B) of section 59(j)(2) is 
amended by striking ‘‘, determined by sub-

stituting ‘1997’ for ‘1992’ in subparagraph (B) 
thereof’’.

(4) Subparagraph (B) of section 132(f)(6) is 
amended by inserting before the period ‘‘, de-
termined by substituting ‘calendar year 1992’ 
for ‘calendar year 1997’ in subparagraph (B) 
thereof’’.

(5) Paragraph (2) of section 220(g) of such 
Code is amended by striking ‘‘by sub-
stituting ‘calendar year 1997’ for ‘calendar 
year 1992’ in subparagraph (B) thereof’’. 

(6) Subparagraph (B) of section 685(c)(3) is 
amended by striking ‘‘, by substituting ‘cal-
endar year 1997’ for ‘calendar year 1992’ in 
subparagraph (B) thereof’’. 

(7) Subparagraph (B) of section 2032A(a)(3) 
is amended by striking ‘‘by substituting ‘cal-
endar year 1997’ for ‘calendar year 1992’ in 
subparagraph (B) thereof’’. 

(8) Subparagraph (B) of section 2503(b)(2) is 
amended by striking ‘‘by substituting ‘cal-
endar year 1997’ for ‘calendar year 1992’ in 
subparagraph (B) thereof’’. 

(9) Paragraph (2) of section 2631(c) is 
amended by striking ‘‘by substituting ‘cal-
endar year 1997’ for ‘calendar year 1992’ in 
subparagraph (B) thereof’’. 

(10) Subparagraph (B) of section 6601(j)(3) is 
amended by striking ‘‘by substituting ‘cal-
endar year 1997’ for ‘calendar year 1992’ in 
subparagraph (B) thereof’’. 

(11) Sections 468B(b)(1), 511(b)(1), 641(a), 
641(d)(2)(A), and 685(d) are each amended by 
striking ‘‘section 1(e)’’ each place it appears 
and inserting ‘‘section 1(d)’’. 

(12) Sections 1(f)(2) and 904(b)(3)(E)(ii) are 
each amended by striking ‘‘(d), or (e)’’ and 
inserting ‘‘or (d)’’. 

(13) Paragraph (1) of section 1(f) is amended 
by striking ‘‘(d), and (e)’’ and inserting ‘‘and 
(d)’’.

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999. 
SEC. 202. ELIMINATION OF MARRIAGE PENALTY 

IN STANDARD DEDUCTION. 
(a) IN GENERAL.—Paragraph (2) of section 

63(c) (relating to standard deduction) is 
amended to read as follows: 

‘‘(2) BASIC STANDARD DEDUCTION.—For pur-
poses of paragraph (1), the basic standard de-
duction is—

‘‘(A) $8,500 in the case of—
‘‘(i) a joint return, or 
‘‘(ii) a surviving spouse (as defined in sec-

tion 2(a)), 
‘‘(B) $6,250 in the case of a head of house-

hold (as defined in section 2(b)), or 
‘‘(C) $4,250 in any other case.’’
(b) TECHNICAL AMENDMENTS.—
(1) Paragraph (4) of section 63(c) is amend-

ed to read as follows: 
‘‘(4) ADJUSTMENTS FOR INFLATION.—In the 

case of any taxable year beginning in a cal-
endar year after 1999, each dollar amount 
contained in paragraph (2) or (5) or sub-
section (f) shall be increased by an amount 
equal to—

‘‘(A) such dollar amount, multiplied by 
‘‘(B) the cost-of-living adjustment deter-

mined under section 1(f)(3) for the calendar 
year in which the taxable year begins.’’

(2) Subparagraph (A) of section 63(c)(5) is 
amended by striking ‘‘$500’’ and inserting 
‘‘$700’’.

(3) Subsection (f) of section 63 is amended 
by striking ‘‘$600’’ each place it appears and 
inserting ‘‘$850’’ and by striking ‘‘$750’’ in 
paragraph (3) and inserting ‘‘$1,050’’. 

(4) Subparagraph (B) of section 1(f)(6) is 
amended by striking ‘‘subsection (c)(4) of 
section 63 (as it applies to subsections 
(c)(5)(A) and (f) of such section)’’ and insert-
ing ‘‘section 63(c)(4)’’. 
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(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 1999. 

On page 9, line 12, strike ‘‘2000’’ and insert 
‘‘2002’’.

Beginning on page 10, strike line 17 and all 
that follows through page 11, line 12, and in-
sert the following: 

‘‘(i) JOINT RETURNS AND SURVIVING
SPOUSES.—In the case of the table contained 
in subsection (a)—

Applicable
‘‘Calendar year: dollar amount: 

2007 or 2008 ...................................... $4,000
2009 and thereafter .......................... $5,000.
‘‘(ii) OTHER TABLES.—In the case of the 

table contained in subsection (b), (c), or (d)—
Applicable

‘‘Calendar year: dollar amount: 
2007 or 2008 ...................................... $2,000
2009 and thereafter .......................... $2,500.
‘‘(B) COST-OF-LIVING ADJUSTMENT.—In the 

case of any taxable year beginning in any 
calendar year after 2009, the applicable dollar 
amount shall be increased by an amount 
equal to—

‘‘(i) such dollar amount, multiplied by 
‘‘(ii) the cost-of living adjustment deter-

mined under paragraph (3) for the calendar 
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 2007’ 
for ‘calendar year 1992’ in subparagraph (B) 
thereof.’’

GREGG AMENDMENTS NOS. 1374–
1375

(Ordered to lie on the table.) 
Mr. GREGG submitted two amend-

ments intended to be proposed by him 
to the bill, S. 1429, supra; as follows: 

AMENDMENT NO. 1374
At the appropriate place in the bill, insert 

the following: 
SEC. ll. ONE-YEAR EXTENSION OF PERIOD OF 

TAX MORATORIUM UNDER INTER-
NET TAX FREEDOM ACT. 

Section 1101(a) of the Internet Tax Free-
dom Act (title XI of division C of Public Law 
105–277; 112 Stat. 2681–719; 47 U.S.C. 151 note) 
is amended by striking ‘‘3 years after the 
date of the enactment of this Act’’ and in-
serting ‘‘4 years after October 21, 1998’’. 

AMENDMENT NO. 1375
On page 21, before line 1, insert: 
(c) MINIMUM DEPENDENT CARE CREDIT AL-

LOWED FOR STAY-AT-HOME PARENTS.—Section
21(e) (relating to special rules) is amended by 
adding at the end the following: 

‘‘(11) MINIMUM CREDIT ALLOWED FOR STAY-
AT-HOME PARENTS.—

‘‘(A) IN GENERAL.—Notwithstanding sub-
section (d), in the case of any taxpayer with 
1 or more qualifying individuals described in 
subsection (b)(1)(A) under the age of 1, such 
taxpayer shall be deemed to have employ-
ment-related expenses for the taxable year 
with respect to each such qualifying indi-
vidual in an amount equal to the sum of—

‘‘(i) $200 for each month in such taxable 
year during which such qualifying individual 
is under the age of 1, and 

‘‘(ii) the amount of employment-related 
expenses otherwise incurred for such quali-
fying individual for the taxable year (deter-
mined under this section without regard to 
this paragraph). 

‘‘(B) ELECTION TO NOT APPLY THIS PARA-
GRAPH.—This paragraph shall not apply with 
respect to any qualifying individual for any 
taxable year if the taxpayer elects to not 
have this paragraph apply to such qualifying 
individual for such taxable year.’’. 

On page 21, line 1, strike ‘‘(c)’’ and insert 
‘‘(d)’’.

On page 195, strike lines 4 through 23.

DASCHLE (AND OTHERS) 
AMENDMENT NO. 1376

(Ordered to lie on the table.) 
Mr. DASCHLE (for himself, Mr. 

BYRD, Mr. BAUCUS, Mr. BINGAMAN, and 
Mr. KERREY) submitted an amendment 
intended to be proposed by him to the 
bill, S. 1429, supra; as follows:

At the end of the bill add the following: 
DIVISION II—ENERGY SECURITY TAX 

INCENTIVES
SECTION 1. SHORT TITLE; AMENDMENT OF 1986 

CODE; TABLE OF CONTENTS. 
(a) SHORT TITLE.—This division may be 

cited as the ‘‘Energy Security Tax Act of 
1999’’.

(b) AMENDMENT OF 1986 CODE.—Except as 
otherwise expressly provided, whenever in 
this division an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a 
section or other provision of the Internal 
Revenue Code of 1986. 

(c) TABLE OF CONTENTS.—
Sec. 1. Short title; amendment of 1986 Code; 

table of contents. 
TITLE I—ENERGY-EFFICIENT PROPERTY 

USED IN BUSINESS 
Sec. 101. Credit for certain energy-efficient 

property used in business. 
TITLE II—NONBUSINESS ENERGY 

SYSTEMS
Sec. 201. Credit for certain nonbusiness en-

ergy systems. 
TITLE III—ALTERNATIVE FUELS 

Sec. 301. Allocation of alcohol fuels credit to 
patrons of a cooperative. 

TITLE IV—AUTOMOBILES 
Sec. 401. Credit for purchase of fuel cell, 

electric, and hybrid electric ve-
hicles.

TITLE V—CLEAN COAL TECHNOLOGIES 
Sec. 501. Credit for investment in qualifying 

clean coal technology. 
Sec. 502. Credit for production from quali-

fying clean coal technology. 
Sec. 503. Risk pool for qualifying clean coal 

technology.
TITLE VI—METHANE RECOVERY 

Sec. 601. Expansion of section 29 tax credit. 
Sec. 602. Credit for capture of coalbed meth-

ane gas. 
TITLE VII—OIL AND GAS PRODUCTION 

Sec. 701. Credit for production of re-refined 
lubricating oil. 

Sec. 702. Repeal certain adjustments based 
on adjusted current earnings 
relating to oil and gas assets. 

Sec. 703. 10-year carryback for percentage 
depletion for oil and gas prop-
erty.

TITLE VIII—RENEWABLE POWER 
GENERATION

Sec. 801. Credit for investment in photo-
voltaic and wind property man-
ufacturing facilities. 

Sec. 802. Modifications to credit for elec-
tricity produced from renew-
able resources. 

Sec. 803. Proportional credit for producing 
electricity through co-firing. 

Sec. 804. Credit for capital costs of qualified 
biomass-based generating sys-
tem.

Sec. 805. Pass-through of renewable energy 
production incentive payments 
to end-users. 

TITLE IX—STEELMAKING 

Sec. 901. Credit for energy-efficient 
steelmaking capacity. 

Sec. 902. Extension of credit for electricity 
to production from steel cogen-
eration.

TITLE X—AGRICULTURE 

Sec. 1001. Agricultural conservation tax 
credit.

TITLE I—ENERGY-EFFICIENT PROPERTY 
USED IN BUSINESS 

SEC. 101. CREDIT FOR CERTAIN ENERGY-EFFI-
CIENT PROPERTY USED IN BUSI-
NESS.

(a) IN GENERAL.—Subpart E of part IV of 
subchapter A of chapter 1 (relating to rules 
for computing investment credit) is amended 
by inserting after section 48 the following: 
‘‘SEC. 48A. ENERGY CREDIT. 

‘‘(a) IN GENERAL.—For purposes of section 
46, the energy credit for any taxable year is 
the sum of—

‘‘(1) the amount equal to the energy per-
centage of the basis of each energy property 
placed in service during such taxable year, 
and

‘‘(2) the credit amount for each qualified 
hybrid vehicle placed in service during the 
taxable year. 

‘‘(b) ENERGY PERCENTAGE.—
‘‘(1) IN GENERAL.—The energy percentage 

is—
‘‘(A) except as otherwise provided in this 

subparagraph, 10 percent, 
‘‘(B) in the case of energy property de-

scribed in clauses (i), (iii), (vi), (vii), and 
(viii) of subsection (c)(1)(A), 20 percent, 

‘‘(C) in the case of energy property de-
scribed in subsection (c)(1)(A)(v), 15 percent, 
and

‘‘(D) in the case of energy property de-
scribed in subsection (c)(1)(A)(ii) relating to 
a high risk geothermal well, 20 percent. 

‘‘(2) COORDINATION WITH REHABILITATION.—
The energy percentage shall not apply to 
that portion of the basis of any property 
which is attributable to qualified rehabilita-
tion expenditures. 

‘‘(c) ENERGY PROPERTY DEFINED.—
‘‘(1) IN GENERAL.—For purposes of this sub-

part, the term ‘energy property’ means any 
property—

‘‘(A) which is—
‘‘(i) solar energy property, 
‘‘(ii) geothermal energy property, 
‘‘(iii) energy-efficient building property, 
‘‘(iv) combined heat and power system 

property,
‘‘(v) low core loss distribution transformer 

property,
‘‘(vi) fuel-efficient farm equipment prop-

erty,
‘‘(vii) qualified aerobic digester property, 

or
‘‘(viii) qualified wind energy systems 

equipment property, 
‘‘(B)(i) the construction, reconstruction, or 

erection of which is completed by the tax-
payer, or 

‘‘(ii) which is acquired by the taxpayer if 
the original use of such property commences 
with the taxpayer, 

‘‘(C) which can reasonably be expected to 
remain in operation for at least 5 years, 

‘‘(D) with respect to which depreciation (or 
amortization in lieu of depreciation) is al-
lowable, and 

‘‘(E) which meets the performance and 
quality standards (if any) which—
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‘‘(i) have been prescribed by the Secretary 

by regulations (after consultation with the 
Secretary of Energy), and 

‘‘(ii) are in effect at the time of the acqui-
sition of the property. 

‘‘(2) EXCEPTIONS.—
‘‘(A) PUBLIC UTILITY PROPERTY.—Such term 

shall not include any property which is pub-
lic utility property (as defined in section 
46(f)(5) as in effect on the day before the date 
of the enactment of the Revenue Reconcili-
ation Act of 1990), except for property de-
scribed in paragraph (1)(A)(iv). 

‘‘(B) CERTAIN WIND EQUIPMENT.—Such term 
shall not include equipment described in 
paragraph (1)(A)(viii) which is taken into ac-
count for purposes of section 45 for the tax-
able year. 

‘‘(d) DEFINITIONS RELATING TO TYPES OF
ENERGY PROPERTY.—For purposes of this sec-
tion—

‘‘(1) SOLAR ENERGY PROPERTY.—
‘‘(A) IN GENERAL.—The term ‘solar energy 

property’ means general solar energy prop-
erty, solar water heating property, and pho-
tovoltaic property. 

‘‘(B) GENERAL SOLAR ENERGY PROPERTY.—
The term ‘general solar energy property’ 
means equipment which uses solar energy to 
generate electricity, to heat or cool a struc-
ture, or to provide solar process heat. 

‘‘(C) SOLAR WATER HEATING PROPERTY.—
‘‘(i) IN GENERAL.—The term ‘solar water 

heating property’ means property which, 
when installed in connection with a struc-
ture, uses solar energy for the purpose of 
providing hot water for use within such 
structure.

‘‘(ii) LIMITATION ON AMOUNT OF CREDIT.—
The credit under subsection (a)(1) for the 
taxable year with respect to solar water 
heating property shall not exceed $1,000. 

‘‘(iii) ELECTION TO TREAT PROPERTY AS
SOLAR WATER HEATING PROPERTY.—Property
that is both general solar energy property 
and solar water heating property shall be 
treated as general solar energy property for 
purposes of this section unless the taxpayer 
elects to treat such property as being only 
solar water heating property. If such an elec-
tion is made the energy percentage under 
subsection (b)(1) shall be 15 percent in lieu of 
10 percent. 

‘‘(D) PHOTOVOLTAIC PROPERTY.—
‘‘(i) IN GENERAL.—The term ‘photovoltaic 

property’ means property which, when in-
stalled in connection with a structure, uses a 
solar photovoltaic process to generate elec-
tricity for use in such dwelling. 

‘‘(ii) LIMITATION ON AMOUNT OF CREDIT.—
The credit under subsection (a)(1) for the 
taxable year with respect to photovoltaic 
property shall not exceed $2,000. 

‘‘(E) SWIMMING POOLS, ETC., USED AS STOR-
AGE MEDIUM.—The term ‘solar energy prop-
erty’ shall not include property with respect 
to which expenditures are properly allocable 
to a swimming pool, hot tub, or any other 
energy storage medium which has a function 
other than the function of such storage. 

‘‘(F) SOLAR PANELS.—No solar panel or 
other property installed as a roof (or portion 
thereof) shall fail to be treated as solar en-
ergy property solely because it constitutes a 
structural component of the structure on 
which it is installed. 

‘‘(2) GEOTHERMAL ENERGY PROPERTY.—
‘‘(A) IN GENERAL.—The term ‘geothermal 

energy property’ means equipment used to 
produce, distribute, or use energy derived 
from a geothermal deposit (within the mean-
ing of section 613(e)(2)), but only, in the case 
of electricity generated by geothermal 
power, up to (but not including) the elec-
trical transmission stage. 

‘‘(B) HIGH RISK GEOTHERMAL WELL.—The
term ‘high risk geothermal well’ means a 
geothermal deposit (within the meaning of 
section 613(e)(2)) which requires high risk 
drilling techniques. Such deposit may not be 
located in a State or national park or in an 
area in which the relevant State park au-
thority or the National Park Service deter-
mines the development of such a deposit will 
negatively impact on a State or national 
park.

‘‘(3) ENERGY-EFFICIENT BUILDING PROP-
ERTY.—

‘‘(A) IN GENERAL.—The term ‘energy-effi-
cient building property’ means—

‘‘(i) a fuel cell that—
‘‘(I) generates electricity and heat using an 

electrochemical process, 
‘‘(II) has an electricity-only generation ef-

ficiency greater than 35 percent, and 
‘‘(III) has a minimum generating capacity 

of 5 kilowatts, 
‘‘(ii) an electric heat pump hot water heat-

er that yields an energy factor of 1.7 or 
greater under standards prescribed by the 
Secretary of Energy, 

‘‘(iii) an electric heat pump that has a 
heating system performance factor (HSPF) 
of 9 or greater and a cooling seasonal energy 
efficiency ratio (SEER) of 13 or greater, 

‘‘(iv) a natural gas heat pump that has a 
coefficient of performance of not less than 
1.25 for heating and not less than 0.60 for 
cooling,

‘‘(v) a central air conditioner that has a 
cooling seasonal energy efficiency ratio 
(SEER) of 13 or greater, 

‘‘(vi) an advanced natural gas water heater 
that—

‘‘(I) increases steady state efficiency and 
reduces standby and vent losses, and 

‘‘(II) has an energy factor of at least 0.65, 
‘‘(vii) an advanced natural gas furnace that 

achieves a 95 percent AFUE, and 
‘‘(viii) natural gas cooling equipment—
‘‘(I) that has a coefficient of performance 

of not less than .60, or 
‘‘(II) that uses desiccant technology and 

has an efficiency rating of 40 percent. 
‘‘(B) LIMITATIONS.—The credit under sub-

section (a)(1) for the taxable year may not 
exceed—

‘‘(i) $500 in the case of property described 
in subparagraph (A) other than clauses (i) 
and (iv) thereof, 

‘‘(ii) $500 for each kilowatt of capacity in 
the case of a fuel cell described in subpara-
graph (A)(i), and 

‘‘(iii) $1,000 in the case of a natural gas 
heat pump described in subparagraph (A)(iv). 

‘‘(4) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—

‘‘(A) IN GENERAL.—The term ‘combined 
heat and power system property’ means 
property—

‘‘(i) comprising a system for using the 
same energy source for the sequential gen-
eration of electrical power, mechanical shaft 
power, or both, in combination with steam, 
heat, or other forms of useful energy, 

‘‘(ii) that has an electrical capacity of 
more than 50 kilowatts, and 

‘‘(iii) that produces at least 20 percent of 
its total useful energy in the form of both 
thermal energy and electrical or mechanical 
power.

‘‘(B) ACCOUNTING RULE FOR PUBLIC UTILITY
PROPERTY.—In the case that combined heat 
and power system property is public utility 
property (as defined in section 46(f)(5) as in 
effect on the day before the date of the en-
actment of the Revenue Reconciliation Act 
of 1990), the taxpayer may only claim the 
credit under subsection (a)(1) if, with respect 

to such property, the taxpayer uses a nor-
malization method of accounting. 

‘‘(5) LOW CORE LOSS DISTRIBUTION TRANS-
FORMER PROPERTY.—The term ‘low core loss 
distribution transformer property’ means a 
distribution transformer which has energy 
savings from a highly efficient core of at 
least 20 percent more than the average for 
power ratings reported by studies required 
under section 124 of the Energy Policy Act of 
1992.

‘‘(6) FUEL-EFFICIENT FARM EQUIPMENT PROP-
ERTY.—The term ‘fuel-efficient farm equip-
ment property’ means equipment used in a 
farming business (as defined in section 
263A(e)(4)) which achieves a fuel efficiency 
level equal to or greater than the 90th per-
centile of that type of equipment for the 
year in which such equipment is placed in 
service.

‘‘(7) QUALIFIED AEROBIC DIGESTER PROP-
ERTY.—The term ‘qualified aerobic digester 
property’ means an aerobic digester for ma-
nure or crop waste that achieves at least 65 
percent efficiency measured in terms of the 
fraction of energy input converted to elec-
tricity and useful thermal energy. 

‘‘(8) QUALIFIED WIND ENERGY SYSTEMS
EQUIPMENT PROPERTY.—The term ‘qualified 
wind energy systems equipment property’ 
means wind energy systems equipment with 
a turbine size of not more than 50 kilowatts 
rated capacity. 

‘‘(e) QUALIFIED HYBRID VEHICLES.—For pur-
poses of subsection (a)(2)—

‘‘(1) CREDIT AMOUNT.—
‘‘(A) IN GENERAL.—The credit amount for 

each qualified hybrid vehicle with a re-
chargeable energy storage system that pro-
vides the applicable percentage of the max-
imum available power shall be the amount 
specified in the following table: 

‘‘Applicable percentage 
Credit amount is: 

Greater than or equal to— Less than— 

5 percent ....................................... 10 percent $ 500
10 percent ..................................... 20 percent $1,000
20 percent ..................................... 30 percent $1,500
30 percent ..................................... $2,000

‘‘(B) INCREASE IN CREDIT AMOUNT FOR RE-
GENERATIVE BRAKING SYSTEM.—In the case of 
a qualified hybrid vehicle that actively em-
ploys a regenerative braking system which 
supplies to the rechargeable energy storage 
system the applicable percentage of the en-
ergy available from braking in a typical 60 
miles per hour to 0 miles per hour braking 
event, the credit amount determined under 
subparagraph (A) shall be increased by the 
amount specified in the following table: 

‘‘Applicable percentage Credit amount in-
crease is: Greater than or equal to— Less than— 

20 percent ..................................... 40 percent $ 250
40 percent ..................................... 60 percent $ 500
60 percent ..................................... $1,000

‘‘(2) QUALIFIED HYBRID VEHICLE.—The term 
‘qualified hybrid vehicle means an auto-
mobile that meets all applicable regulatory 
requirements and that can draw propulsion 
energy from both of the following on-board 
sources of stored energy: 

‘‘(A) A consumable fuel. 
‘‘(B) A rechargeable energy storage sys-

tem.
‘‘(3) MAXIMUM AVAILABLE POWER.—The

term ‘maximum available power’ means the 
maximum value of the sum of the heat en-
gine and electric drive system power or other 
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non-heat energy conversion devices available 
for a driver’s command for maximum accel-
eration at vehicle speeds under 75 miles per 
hour.

‘‘(4) AUTOMOBILE.—The term ‘automobile’ 
has the meaning given such term by section 
4064(b)(1) (without regard to subparagraphs 
(B) and (C) thereof). A vehicle shall not fail 
to be treated as an automobile solely by rea-
son of weight if such vehicle is rated at 8,500 
pounds gross vehicle weight rating or less. 

‘‘(5) DOUBLE BENEFIT; PROPERTY USED OUT-
SIDE UNITED STATES, ETC., NOT QUALIFIED.—No
credit shall be allowed under subsection 
(a)(2) with respect to—

‘‘(A) any property for which a credit is al-
lowed under section 25B or 30, 

‘‘(B) any property referred to in section 
50(b), and 

‘‘(C) the portion of the cost of any property 
taken into account under section 179 or 179A. 

‘‘(6) REGULATIONS.—
‘‘(A) TREASURY.—The Secretary shall pre-

scribe such regulations as may be necessary 
or appropriate to carry out the purposes of 
this subsection. 

‘‘(B) ENVIRONMENTAL PROTECTION AGENCY.—
The Administrator of the Environmental 
Protection Agency shall prescribe such regu-
lations as may be necessary or appropriate 
to specify the testing and calculation proce-
dures that would be used to determine 
whether a vehicle meets the qualifications 
for a credit under this subsection.

‘‘(7) TERMINATION.—Paragraph (2) shall not 
apply with respect to any vehicle placed in 
service during a calendar year ending before 
January 1, 2003, or after December 31, 2006. 

‘‘(f) SPECIAL RULES.—For purposes of this 
section—

‘‘(1) SPECIAL RULE FOR PROPERTY FINANCED
BY SUBSIDIZED ENERGY FINANCING OR INDUS-
TRIAL DEVELOPMENT BONDS.—

‘‘(A) REDUCTION OF BASIS.—For purposes of 
applying the energy percentage to any prop-
erty, if such property is financed in whole or 
in part by—

‘‘(i) subsidized energy financing, or 
‘‘(ii) the proceeds of a private activity bond 

(within the meaning of section 141) the inter-
est on which is exempt from tax under sec-
tion 103,

the amount taken into account as the basis 
of such property shall not exceed the amount 
which (but for this subparagraph) would be 
so taken into account multiplied by the frac-
tion determined under subparagraph (B). 

‘‘(B) DETERMINATION OF FRACTION.—For
purposes of subparagraph (A), the fraction 
determined under this subparagraph is 1 re-
duced by a fraction—

‘‘(i) the numerator of which is that portion 
of the basis of the property which is allo-
cable to such financing or proceeds, and 

‘‘(ii) the denominator of which is the basis 
of the property. 

‘‘(C) SUBSIDIZED ENERGY FINANCING.—For
purposes of subparagraph (A), the term ‘sub-
sidized energy financing’ means financing 
provided under a Federal, State, or local pro-
gram a principal purpose of which is to pro-
vide subsidized financing for projects de-
signed to conserve or produce energy. 

‘‘(2) CERTAIN PROGRESS EXPENDITURE RULES
MADE APPLICABLE.—Rules similar to the rules 
of subsections (c)(4) and (d) of section 46 (as 
in effect on the day before the date of the en-
actment of the Revenue Reconciliation Act 
of 1990) shall apply for purposes of this sec-
tion.

‘‘(g) APPLICATION OF SECTION.—
‘‘(1) IN GENERAL.—Except as provided by 

paragraph (2) and subsection (e), this section 
shall apply to property placed in service 

after December 31, 1999, and before January 
1, 2004. 

‘‘(2) EXCEPTIONS.—
‘‘(A) SOLAR ENERGY, GEOTHERMAL ENERGY,

AND LOW CORE LOSS DISTRIBUTION TRANS-
FORMER PROPERTY.—Paragraph (1) shall not 
apply to general solar energy property or 
geothermal energy property. 

‘‘(B) PHOTOVOLTAIC PROPERTY.—In the case 
of photovoltaic property, this section shall 
apply to property placed in service after De-
cember 31, 1999, and before January 1, 2006. 

‘‘(C) FUEL CELL PROPERTY.—In the case of 
property that is a fuel cell described in sub-
section (d)(3)(A)(i), this section shall apply 
to property placed in service after December 
31, 1999, and before January 1, 2005.’’

(b) ENERGY CREDIT ALLOWABLE AGAINST
ENTIRE REGULAR TAX AND ALTERNATIVE MIN-
IMUM TAX.—

(1) IN GENERAL.—Section 38(c) (relating to 
limitation based on amount of tax) is amend-
ed by redesignating paragraph (3) as para-
graph (4) and by inserting after paragraph (2) 
the following: 

‘‘(3) SPECIAL RULES FOR ENERGY CREDIT.—
‘‘(A) IN GENERAL.—In the case of a C cor-

poration, this section and section 39 shall be 
applied separately—

‘‘(i) first with respect to so much of the 
credit allowed by subsection (a) as is not at-
tributable to the energy credit, and 

‘‘(ii) then with respect to the energy cred-
it.

‘‘(B) RULES FOR APPLICATION OF ENERGY
CREDIT.—

‘‘(i) IN GENERAL.—In the case of the energy 
credit, in lieu of applying the preceding 
paragraphs of this subsection, the amount of 
such credit allowed under subsection (a) for 
any taxable year shall not exceed the net 
chapter 1 tax for such year. 

‘‘(ii) NET CHAPTER 1 TAX.—For purposes of 
clause (i), the term ‘net chapter 1 tax’ means 
the sum of the regular tax liability for the 
taxable year and the tax imposed by section 
55 for the taxable year, reduced by the sum 
of the credits allowable under this part for 
the taxable year (other than under section 34 
and other than the energy credit). 

‘‘(C) ENERGY CREDIT.—For purposes of this 
paragraph, the term ‘energy credit’ means 
the portion of the credit under subsection (a) 
which is attributable to the credit deter-
mined under section 48A and allowable under 
section 46 (relating to energy credit).’’

(2) CONFORMING AMENDMENT.—Section
38(c)(2)(A)(ii)(II) is amended by striking 
‘‘(other than the empowerment zone employ-
ment credit)’’ and inserting ‘‘(other than the 
credits described in this paragraph and para-
graph (3))’’. 

(c) CONFORMING AMENDMENTS.—
(1) Section 48 is amended to read as fol-

lows:
‘‘SEC. 48. REFORESTATION CREDIT. 

‘‘(a) IN GENERAL.—For purposes of section 
46, the reforestation credit for any taxable 
year is 20 percent of the portion of the amor-
tizable basis of any qualified timber property 
which was acquired during such taxable year 
and which is taken into account under sec-
tion 194 (after the application of section 
194(b)(1)).

‘‘(b) DEFINITIONS.—For purposes of this 
subpart, the terms ‘amortizable basis’ and 
‘qualified timber property’ have the respec-
tive meanings given to such terms by section 
194.’’

(2) Section 39(d) is amended by adding at 
the end the following: 

‘‘(9) NO CARRYBACK OF ENERGY CREDIT BE-
FORE EFFECTIVE DATE.—No portion of the un-
used business credit for any taxable year 

which is attributable to the energy credit de-
termined under section 48A may be carried 
back to a taxable year ending before the date 
of the enactment of section 48A.’’

(3) Section 280C is amended by adding at 
the end the following: 

‘‘(d) CREDIT FOR ENERGY PROPERTY EX-
PENSES.—

‘‘(1) IN GENERAL.—No deduction shall be al-
lowed for that portion of the expenses for en-
ergy property (as defined in section 48A(c)) 
otherwise allowable as a deduction for the 
taxable year which is equal to the amount of 
the credit determined for such taxable year 
under section 48A(a). 

‘‘(2) SIMILAR RULE WHERE TAXPAYER CAP-
ITALIZES RATHER THAN DEDUCTS EXPENSES.—
If—

‘‘(A) the amount of the credit allowable for 
the taxable year under section 48A (deter-
mined without regard to section 38(c)), ex-
ceeds

‘‘(B) the amount allowable as a deduction 
for the taxable year for expenses for energy 
property (determined without regard to 
paragraph (1)),

the amount chargeable to capital account for 
the taxable year for such expenses shall be 
reduced by the amount of such excess. 

‘‘(3) CONTROLLED GROUPS.—Paragraph (3) of 
subsection (b) shall apply for purposes of this 
subsection.’’

(4) Section 29(b)(3)(A)(i)(III) is amended by 
striking ‘‘section 48(a)(4)(C)’’ and inserting 
‘‘section 48A(f)(1)(C)’’. 

(5) Section 50(a)(2)(E) is amended by strik-
ing ‘‘section 48(a)(5)’’ and inserting ‘‘section 
48A(f)(2)’’.

(6) Section 168(e)(3)(B) is amended—
(A) by striking clause (vi)(I) and inserting 

the following: 
‘‘(I) is described in paragraph (1)(B) or (2) 

of section 48A(d) (or would be so described if 
‘solar and wind’ were substituted for ‘solar’ 
in paragraph (1)(B)),’’, and 

(B) in the last sentence by striking ‘‘sec-
tion 48(a)(3)’’ and inserting ‘‘section 
48A(c)(2)(A)’’.

(d) CLERICAL AMENDMENT.—The table of 
sections for subpart E of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to section 48 and in-
serting the following:

‘‘Sec. 48. Reforestation credit. 
‘‘Sec. 48A. Energy credit.’’

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after December 31, 1999, 
under rules similar to the rules of section 
48(m) of the Internal Revenue Code of 1986 
(as in effect on the day before the date of the 
enactment of the Revenue Reconciliation 
Act of 1990).

TITLE II—NONBUSINESS ENERGY 
SYSTEMS

SEC. 201. CREDIT FOR CERTAIN NONBUSINESS 
ENERGY SYSTEMS. 

(a) IN GENERAL.—Subpart A of part IV of 
subchapter A of chapter 1 (relating to non-
refundable personal credits) is amended by 
inserting after section 25A the following: 
‘‘SEC. 25B. NONBUSINESS ENERGY PROPERTY. 

‘‘(a) ALLOWANCE OF CREDIT.—
‘‘(1) IN GENERAL.—In the case of an indi-

vidual, there shall be allowed as a credit 
against the tax imposed by this chapter for 
the taxable year an amount equal to the sum 
of—

‘‘(A) the applicable percentage of residen-
tial energy property expenditures made by 
the taxpayer during such year, 

‘‘(B) the credit amount (determined under 
section 48A(f)) for each vehicle purchased 
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during the taxable year which is a qualified 
hybrid vehicle (as defined in section 
48A(f)(2)), and 

‘‘(C) the credit amount specified in the fol-
lowing table for a new, highly energy-effi-
cient principal residence:
‘‘New, Highly Energy-

Efficient Principal 
Residence:

Credit Amount:

30 percent property ......................... $1,000. 
40 percent property ......................... $1,500. 
50 percent property ......................... $2,000.
‘‘(2) APPLICABLE PERCENTAGE.—
‘‘(A) IN GENERAL.—The applicable percent-

age shall be determined in accordance with 
the following table: 

‘‘Column A—De-
scription

Column B— Ap-
plicable Percent-

age

Column C—Period 

In the case of: The applicable 
percentage is: 

For the period: 

Beginning on: Ending on: 

20 percent en-
ergy-efficient
building prop-
erty

20 percent 1/1/2000 12/31/2003

10 percent en-
ergy-efficient
building prop-
erty

10 percent 1/1/2000 12/31/2001

Solar water heat-
ing property 

15 percent 1/1/2000 12/31/2006

Photovoltaic prop-
erty

15 percent 1/1/2000 12/31/2006. 

‘‘(B) PERIODS FOR WHICH PERCENTAGE NOT
SPECIFIED.—In the case of any residential en-
ergy property, the applicable percentage 
shall be zero for any period for which an ap-
plicable percentage is not specified for such 
property under subparagraph (A). 

‘‘(b) MAXIMUM CREDIT.—
‘‘(1) IN GENERAL.—In the case of property 

described in the following table, the amount 
of the credit allowed under subsection 
(a)(1)(A) for the taxable year for each item of 
such property with respect to a dwelling unit 
shall not exceed the amount specified for 
such property in such table:

‘‘Description of property item: Maximum allowable credit 
amount is: 

20 percent energy-efficient building property 
(other than a fuel cell or natural gas heat 
pump).

$500.

20 percent energy-efficient building property: 
fuel cell described in section 48A(e) 

(3)(A).
$ 500 per each kw/hr 

of capacity. 
natural gas heat pump described in 

section 48A(e) (3)(D).
$1,000.

10 percent energy-efficient building property $ 250. 
Solar water heating property ............................ $1,000. 
Photovoltaic property ........................................ $2,000. 

‘‘(2) COORDINATION OF LIMITATIONS.—If a 
credit is allowed to the taxpayer for any tax-
able year by reason of an acquisition of a 
new, highly energy-efficient principal resi-
dence, no other credit shall be allowed under 
subsection (a)(1)(A) with respect to such resi-
dence during the 1-taxable year period begin-
ning with such taxable year. 

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion—

‘‘(1) RESIDENTIAL ENERGY PROPERTY EX-
PENDITURES.—The term ‘residential energy 
property expenditures’ means expenditures 
made by the taxpayer for qualified energy 
property installed on or in connection with a 
dwelling unit which—

‘‘(A) is located in the United States, and 
‘‘(B) is used by the taxpayer as a residence.

Such term includes expenditures for labor 
costs properly allocable to the onsite prepa-

ration, assembly, or original installation of 
the property. 

‘‘(2) QUALIFIED ENERGY PROPERTY.—
‘‘(A) IN GENERAL.—The term ‘qualified en-

ergy property’ means—
‘‘(i) energy-efficient building property, 
‘‘(ii) solar water heating property, and 
‘‘(iii) photovoltaic property. 
‘‘(B) SWIMMING POOL, ETC., USED AS STORAGE

MEDIUM; SOLAR PANELS.—For purposes of this 
paragraph, the provisions of subparagraphs 
(D) and (E) section 48A(e)(1) shall apply. 

‘‘(3) ENERGY-EFFICIENT BUILDING PROP-
ERTY.—The term ‘energy-efficient building 
property’ has the meaning given to such 
term by paragraphs (3) and (4) of section 
48A(e).

‘‘(4) SOLAR WATER HEATING PROPERTY.—The
term ‘solar water heating property’ means 
property which, when installed in connection 
with a structure, uses solar energy for the 
purpose of providing hot water for use within 
such structure.

‘‘(5) PHOTOVOLTAIC PROPERTY.—The term 
‘photovoltaic property’ has the meaning 
given to such term by section 48A(e)(1)(C). 

‘‘(6) NEW, HIGHLY ENERGY-EFFICIENT PRIN-
CIPAL RESIDENCE.—

‘‘(A) IN GENERAL.—Property is a new, high-
ly energy-efficient principal residence if—

‘‘(i) such property is located in the United 
States,

‘‘(ii) the original use of such property com-
mences with the taxpayer and is, at the time 
of such use, the principal residence of the 
taxpayer, and 

‘‘(iii) such property is certified before such 
use commences as being 50 percent property, 
40 percent property, or 30 percent property. 

‘‘(B) 50, 40, OR 30 PERCENT PROPERTY.—
‘‘(i) IN GENERAL.—For purposes of subpara-

graph (A), property is 50 percent property, 40 
percent property, or 30 percent property if 
the projected energy usage of such property 
is reduced by 50 percent, 40 percent, or 30 
percent, respectively, compared to the en-
ergy usage of a reference house that com-
plies with minimum standard practice, such 
as the 1998 International Energy Conserva-
tion Code of the International Code Council, 
as determined according to the requirements 
specified in clause (ii). 

‘‘(ii) PROCEDURES.—
‘‘(I) IN GENERAL.—For purposes of clause 

(i), energy usage shall be demonstrated ei-
ther by a component-based approach or a 
performance-based approach. 

‘‘(II) COMPONENT APPROACH.—Compliance
by the component approach is achieved when 
all of the components of the house comply 
with the requirements of prescriptive pack-
ages established by the Secretary of Energy, 
in consultation with the Administrator of 
the Environmental Protection Agency, such 
that they are equivalent to the results of 
using the performance-based approach of 
subclause (III) to achieve the required reduc-
tion in energy usage.

‘‘(III) PERFORMANCE-BASED APPROACH.—
Performance-based compliance shall be dem-
onstrated in terms of the required percent-
age reductions in projected energy use. Com-
puter software used in support of perform-
ance-based compliance must meet all of the 
procedures and methods for calculating en-
ergy savings reductions that are promul-
gated by the Secretary of Energy. Such regu-
lations on the specifications for software 
shall be based in the 1998 California Residen-
tial Alternative Calculation Method Ap-
proval Manual, except that the calculation 
procedures shall be developed such that the 
same energy efficiency measures qualify a 
home for tax credits regardless of whether 

the home uses a gas or oil furnace or boiler, 
or an electric heat pump. 

‘‘(IV) APPROVAL OF SOFTWARE SUBMIS-
SIONS.—The Secretary of Energy shall ap-
prove software submissions that comply with 
the calculation requirements of subclause 
(III).

‘‘(C) DETERMINATIONS OF COMPLIANCE.—A
determination of compliance made for the 
purposes of this paragraph shall be filed with 
the Secretary of Energy within 1 year of the 
date of such determination and shall include 
the TIN of the certifier, the address of the 
building in compliance, and the identity of 
the person for whom such determination was 
performed. Determinations of compliance 
filed with the Secretary of Energy shall be 
available for inspection by the Secretary. 

‘‘(D) COMPLIANCE.—
‘‘(i) IN GENERAL.—The Secretary of Energy 

in consultation with the Secretary of the 
Treasury shall establish requirements for 
certification and compliance procedures 
after examining the requirements for energy 
consultants and home energy ratings pro-
viders specified by the Mortgage Industry 
National Accreditation Procedures for Home 
Energy Rating Systems. 

‘‘(ii) INDIVIDUALS QUALIFIED TO DETERMINE
COMPLIANCE.—Individuals qualified to deter-
mine compliance shall be only those individ-
uals who are recognized by an organization 
certified by the Secretary of Energy for such 
purposes.

‘‘(D) PRINCIPAL RESIDENCE.—The term 
‘principal residence’ has the same meaning 
as when used in section 121, except that the 
period for which a building is treated as the 
principal residence of the taxpayer shall also 
include the 60-day period ending on the 1st 
day on which it would (but for this subpara-
graph) first be treated as his principal resi-
dence.

‘‘(d) SPECIAL RULES.—For purposes of this 
section—

‘‘(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit 
which if jointly occupied and used during 
any calendar year as a residence by 2 or 
more individuals the following shall apply: 

‘‘(A) The amount of the credit allowable 
under subsection (a) by reason of expendi-
tures made during such calendar year by any 
of such individuals with respect to such 
dwelling unit shall be determined by treat-
ing all of such individuals as 1 taxpayer 
whose taxable year is such calendar year. 

‘‘(B) There shall be allowable with respect 
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the 
taxable year in which such calendar year 
ends in an amount which bears the same 
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such 
calendar year bears to the aggregate of such 
expenditures made by all of such individuals 
during such calendar year. 

‘‘(2) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing 
corporation (as defined in such section), such 
individual shall be treated as having made 
his tenant-stockholder’s proportionate share 
(as defined in section 216(b)(3)) of any ex-
penditures of such corporation. 

‘‘(3) CONDOMINIUMS.—
‘‘(A) IN GENERAL.—In the case of an indi-

vidual who is a member of a condominium 
management association with respect to a 
condominium which he owns, such individual 
shall be treated as having made his propor-
tionate share of any expenditures of such as-
sociation.
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‘‘(B) CONDOMINIUM MANAGEMENT ASSOCIA-

TION.—For purposes of this paragraph, the 
term ‘condominium management associa-
tion’ means an organization which meets the 
requirements of paragraph (1) of section 
528(c) (other than subparagraph (E) thereof) 
with respect to a condominium project sub-
stantially all of the units of which are used 
as residences. 

‘‘(4) JOINT OWNERSHIP OF ENERGY ITEMS.—
‘‘(A) IN GENERAL.—Any expenditure other-

wise qualifying as a residential energy prop-
erty expenditure shall not be treated as fail-
ing to so qualify merely because such ex-
penditure was made with respect to 2 or 
more dwelling units. 

‘‘(B) LIMITS APPLIED SEPARATELY.—In the 
case of any expenditure described in subpara-
graph (A), the amount of the credit allowable 
under subsection (a) shall (subject to para-
graph (1)) be computed separately with re-
spect to the amount of the expenditure made 
for each dwelling unit. 

‘‘(5) ALLOCATION IN CERTAIN CASES.—
‘‘(A) IN GENERAL.—Except as provided in 

subparagraph (B), if less than 80 percent of 
the use of an item is for nonbusiness pur-
poses, only that portion of the expenditures 
for such item which is properly allocable to 
use for nonbusiness purposes shall be taken 
into account. For purposes of this paragraph, 
use for a swimming pool shall be treated as 
use which is not for nonbusiness purposes. 

‘‘(B) SPECIAL RULE FOR VEHICLES.—For pur-
poses of this section and section 48A, a vehi-
cle shall be treated as used entirely for busi-
ness or nonbusiness purposes if the majority 
of the use of such vehicle is for business or 
nonbusiness purposes, as the case may be. 

‘‘(6) DOUBLE BENEFIT; PROPERTY USED OUT-
SIDE UNITED STATES, ETC., NOT QUALIFIED.—
No credit shall be allowed under subsection 
(a)(1)(B) with respect to—

‘‘(A) any property for which a credit is al-
lowed under section 30 or 48A, 

‘‘(B) any property referred to in section 
50(b), and 

‘‘(C) the portion of the cost of any property 
taken into account under section 179 or 179A. 

‘‘(7) WHEN EXPENDITURE MADE; AMOUNT OF
EXPENDITURE.—

‘‘(A) IN GENERAL.—Except as provided in 
subparagraph (B), an expenditure with re-
spect to an item shall be treated as made 
when the original installation of the item is 
completed.

‘‘(B) EXPENDITURES PART OF BUILDING CON-
STRUCTION.—In the case of an expenditure in 
connection with the construction of a struc-
ture, such expenditure shall be treated as 
made when the original use of the con-
structed structure by the taxpayer begins. 

‘‘(C) AMOUNT.—The amount of any expendi-
ture shall be the cost thereof. 

‘‘(8) PROPERTY FINANCED BY SUBSIDIZED EN-
ERGY FINANCING.—

‘‘(A) REDUCTION OF EXPENDITURES.—For
purposes of determining the amount of resi-
dential energy property expenditures made 
by any individual with respect to any dwell-
ing unit, there shall not be taken in to ac-
count expenditures which are made from 
subsidized energy financing (as defined in 
section 48A(g)(1)). 

‘‘(B) DOLLAR LIMITS REDUCED.—The dollar 
amounts in the table contained in subsection 
(b)(1) with respect to each property pur-
chased for such dwelling unit for any taxable 
year of such taxpayer shall be reduced pro-
portionately by an amount equal to the sum 
of—

‘‘(i) the amount of the expenditures made 
by the taxpayer during such taxable year 
with respect to such dwelling unit and not 

taken into account by reason of subpara-
graph (A), and 

‘‘(ii) the amount of any Federal, State, or 
local grant received by the taxpayer during 
such taxable year which is used to make res-
idential energy property expenditures with 
respect to the dwelling unit and is not in-
cluded in the gross income of such taxpayer. 

‘‘(e) BASIS ADJUSTMENTS.—For purposes of 
this subtitle, if a credit is allowed under this 
section for any expenditure with respect to 
any property, the increase in the basis of 
such property which would (but for this sub-
section) result from such expenditure shall 
be reduced by the amount of the credit so al-
lowed.’’.

(b) CONFORMING AMENDMENTS.—
(1) Section 1016(a) is amended by striking 

‘‘and’’ at the end of paragraph (26), by strik-
ing the period at the end of paragraph (27) 
and inserting ‘‘; and’’, and by adding at the 
end the following: 

‘‘(28) to the extent provided in section 
25B(e), in the case of amounts with respect 
to which a credit has been allowed under sec-
tion 25B.’’

(2) The table of sections for subpart A of 
part IV of subchapter A of chapter 1 is 
amended by inserting after the item relating 
to section 25A the following:

‘‘Sec. 25B. Nonbusiness energy property.’’
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to expendi-
tures after December 31, 1999.

TITLE III—ALTERNATIVE FUELS 
SEC. 301. ALLOCATION OF ALCOHOL FUELS 

CREDIT TO PATRONS OF A COOPER-
ATIVE.

(a) IN GENERAL.—Section 40(d) (relating to 
alcohol used as fuel) is amended by adding at 
the end the following: 

‘‘(6) ALLOCATION OF SMALL ETHANOL PRO-
DUCER CREDIT TO PATRONS OF COOPERATIVE.—

‘‘(A) IN GENERAL.—In the case of a coopera-
tive organization described in section 1381(a), 
any portion of the credit determined under 
subsection (a)(3) for the taxable year may, at 
the election of the organization made on a 
timely filed return (including extensions) for 
such year, be apportioned pro rata among pa-
trons of the organization on the basis of the 
quantity or value of business done with or 
for such patrons for the taxable year. Such 
an election, once made, shall be irrevocable 
for such taxable year. 

‘‘(B) TREATMENT OF ORGANIZATIONS AND PA-
TRONS.—The amount of the credit appor-
tioned to patrons pursuant to subparagraph 
(A)—

‘‘(i) shall not be included in the amount de-
termined under subsection (a) for the taxable 
year of the organization, and 

‘‘(ii) shall be included in the amount deter-
mined under subsection (a) for the taxable 
year of each patron in which the patronage 
dividend for the taxable year referred to in 
subparagraph (A) is includible in gross in-
come.

‘‘(C) SPECIAL RULE FOR DECREASING CREDIT
FOR TAXABLE YEAR.—If the amount of the 
credit of a cooperative organization deter-
mined under subsection (a)(3) for a taxable 
year is less than the amount of such credit 
shown on the cooperative organization’s re-
turn for such year, an amount equal to the 
excess of such reduction over the amount not 
apportioned to the patrons under subpara-
graph (A) for the taxable year shall be treat-
ed as an increase in tax imposed by this 
chapter on the organization. Any such in-
crease shall not be treated as tax imposed by 
this chapter for purposes of determining the 
amount of any credit under this subpart or 
subpart A, B, E, or G of this part.’’

(b) TECHNICAL AMENDMENT.—Section 1388 
(relating to definitions and special rules for 
cooperative organizations) is amended by 
adding at the end the following:

‘‘(k) CROSS REFERENCE.—
‘‘For provisions relating to the apportion-

ment of the alcohol fuels credit between co-
operative organizations and their patrons, 
see section 40(d)(6).’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999.

TITLE IV—AUTOMOBILES 
SEC. 401. EXTENSION OF CREDIT FOR QUALIFIED 

ELECTRIC VEHICLES. 
(a) EXTENSION OF CREDIT FOR QUALIFIED

ELECTRIC VEHICLES.—Subsection (f) of sec-
tion 30 (relating to termination) is amended 
by striking ‘‘December 31, 2004’’ and insert-
ing ‘‘December 31, 2006’’. 

(b) REPEAL OF PHASEOUT.—Subsection (b) 
of section 30 (relating to limitations) is 
amended by striking paragraph (2) and redes-
ignating paragraph (3) as paragraph (2). 

(c) NO DOUBLE BENEFIT.—
(1) Subsection (d) of section 30 (relating to 

special rules) is amended by adding at the 
end the following: 

‘‘(5) NO DOUBLE BENEFIT.—No credit shall 
be allowed under subsection (a) with respect 
to any vehicle if the taxpayer claims a credit 
for such vehicle under section 25B(a)(1)(B) or 
48A(e).’’

(2) Paragraph (3) of section 30(d) (relating 
to property used outside United States, etc., 
not qualified) is amended by striking ‘‘sec-
tion 50(b)’’ and inserting ‘‘section 25B, 48A, 
or 50(b)’’. 

(3) Paragraph (5) of section 179A(e) (relat-
ing to property used outside United States, 
etc., not qualified) is amended by striking 
‘‘section 50(b)’’ and inserting ‘‘section 25B, 
48A, or 50(b)’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act.

TITLE V—CLEAN COAL TECHNOLOGIES 
SEC. 501. CREDIT FOR INVESTMENT IN QUALI-

FYING CLEAN COAL TECHNOLOGY. 
(a) ALLOWANCE OF QUALIFYING CLEAN COAL

TECHNOLOGY FACILITY CREDIT.—Section 46 
(relating to amount of credit) is amended by 
striking ‘‘and’’ at the end of paragraph (2), 
by striking the period at the end of para-
graph (3) and inserting ‘‘, and’’, and by add-
ing at the end the following: 

‘‘(4) the qualifying clean coal technology 
facility credit.’’

(b) AMOUNT OF QUALIFYING CLEAN COAL
TECHNOLOGY FACILITY CREDIT.—Subpart E of 
part IV of subchapter A of chapter 1 (relating 
to rules for computing investment credit), as 
amended by section 101(a), is amended by in-
serting after section 48A the following: 
‘‘SEC. 48B. QUALIFYING CLEAN COAL TECH-

NOLOGY FACILITY CREDIT. 
‘‘(a) IN GENERAL.—For purposes of section 

46, the qualifying clean coal technology fa-
cility credit for any taxable year is an 
amount equal to 10 percent of the qualified 
investment in a qualifying clean coal tech-
nology facility for such taxable year. 

‘‘(b) QUALIFYING CLEAN COAL TECHNOLOGY
FACILITY.—

‘‘(1) IN GENERAL.—For purposes of sub-
section (a), the term ‘qualifying clean coal 
technology facility’ means a facility of the 
taxpayer—

‘‘(A)(i) the original use of which com-
mences with the taxpayer or the reconstruc-
tion of which is completed by the taxpayer 
(but only with respect to that portion of the 
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basis which is properly attributable to such 
reconstruction), or 

‘‘(ii) that is acquired through purchase (as 
defined by section 179(d)(2)), 

‘‘(B) that is depreciable under section 167, 
‘‘(C) that has a useful life of not less than 

4 years, and
‘‘(D) that is used for qualifying clean coal 

technology.
‘‘(2) SPECIAL RULE FOR SALE-LEASEBACKS.—

For purposes of subparagraph (A) of para-
graph (1), in the case of a facility that—

‘‘(A) is originally placed in service by a 
person, and 

‘‘(B) is sold and leased back by such per-
son, or is leased to such person, within 3 
months after the date such facility was 
originally placed in service, for a period of 
not less than 12 years,
such facility shall be treated as originally 
placed in service not earlier than the date on 
which such property is used under the lease-
back (or lease) referred to in subparagraph 
(B). The preceding sentence shall not apply 
to any property if the lessee and lessor of 
such property make an election under this 
sentence. Such an election, once made, may 
be revoked only with the consent of the Sec-
retary.

‘‘(3) QUALIFYING CLEAN COAL TECHNOLOGY.—
For purposes of paragraph (1)(D)—

‘‘(A) IN GENERAL.—The term ‘qualifying 
clean coal technology’ means, with respect 
to clean coal technology—

‘‘(i) applications totaling 1,000 megawatts 
of advanced pulverized coal or atmospheric 
fluidized bed combustion technology in-
stalled as a new, retrofit, or repowering ap-
plication and operated between 2000 and 2013 
that has a design average net heat rate of 
not more than 8,750 Btu’s per kilowatt hour, 

‘‘(ii) applications totaling 1,500 megawatts 
of pressurized fluidized bed combustion tech-
nology installed as a new, retrofit, or 
repowering application and operated between 
2000 and 2013 that has a design average net 
heat rate of not more than 8,400 Btu’s per 
kilowatt hour, 

‘‘(iii) applications totaling 1,500 megawatts 
of integrated gasification combined cycle 
technology installed as a new, retrofit, or 
repowering application and operated between 
2000 and 2013 that has a design average net 
heat rate of not more than 8,550 Btu’s per 
kilowatt hour, and 

‘‘(iv) applications totaling 2,000 megawatts 
or equivalent of technology for the produc-
tion of electricity installed as a new, ret-
rofit, or repowering application and operated 
between 2000 and 2013 that has a carbon emis-
sion rate that is not more than 85 percent of 
conventional technology. 

‘‘(B) EXCEPTIONS.—Such term shall not in-
clude clean coal technology projects receiv-
ing or scheduled to receive funding under the 
Clean Coal Technology Program of the De-
partment of Energy. 

‘‘(C) CLEAN COAL TECHNOLOGY.—The term 
‘clean coal technology’ means advanced 
technology that utilizes coal to produce 50 
percent or more of its thermal output as 
electricity including advanced pulverized 
coal or atmospheric fluidized bed combus-
tion, pressurized fluidized bed combustion, 
integrated gasification combined cycle, and 
any other technology for the production of 
electricity that exceeds the performance of 
conventional technology. 

‘‘(D) CONVENTIONAL TECHNOLOGY.—The
term ‘conventional technology’ means—

‘‘(i) coal-fired combustion technology with 
a design average net heat rate of not less 
than 9,300 Btu’s per kilowatt hour (HHV) and 
a carbon equivalents emission rate of not 

more than 0.53 pounds of carbon per kilowatt 
hour; or 

‘‘(ii) natural gas-fired combustion tech-
nology with a design average net heat rate of 
not less than 7,500 Btu’s per kilowatt hour 
(HHV) and a carbon equivalents emission 
rate of not more than 0.24 pounds of carbon 
per kilowatt hour. 

‘‘(E) DESIGN AVERAGE NET HEAT RATE.—The
term ‘design average net heat rate’ shall be 
based on the design average annual heat 
input to and the design average annual net 
electrical output from the qualifying clean 
coal technology (determined without regard 
to such technology’s co-generation of 
steam).

‘‘(F) SELECTION CRITERIA.—Selection cri-
teria for clean coal technology facilities—

‘‘(i) shall be established by the Secretary 
of Energy as part of a competitive solicita-
tion,

‘‘(ii) shall include primary criteria of min-
imum design average net heat rate, max-
imum design average thermal efficiency, and 
lowest cost to the government, and 

‘‘(iii) shall include supplemental criteria as 
determined appropriate by the Secretary of 
Energy.

‘‘(c) QUALIFIED INVESTMENT.—For purposes 
of subsection (a), the term ‘qualified invest-
ment’ means, with respect to any taxable 
year, the basis of a qualifying clean coal 
technology facility placed in service by the 
taxpayer during such taxable year. 

‘‘(d) QUALIFIED PROGRESS EXPENDITURES.—
‘‘(1) INCREASE IN QUALIFIED INVESTMENT.—

In the case of a taxpayer who has made an 
election under paragraph (5), the amount of 
the qualified investment of such taxpayer for 
the taxable year (determined under sub-
section (c) without regard to this section) 
shall be increased by an amount equal to the 
aggregate of each qualified progress expendi-
ture for the taxable year with respect to 
progress expenditure property. 

‘‘(2) PROGRESS EXPENDITURE PROPERTY DE-
FINED.—For purposes of this subsection, the 
term ‘progress expenditure property’ means 
any property being constructed by or for the 
taxpayer and which it is reasonable to be-
lieve will qualify as a qualifying clean coal 
technology facility which is being con-
structed by or for the taxpayer when it is 
placed in service. 

‘‘(3) QUALIFIED PROGRESS EXPENDITURES DE-
FINED.—For purposes of this subsection—

‘‘(A) SELF-CONSTRUCTED PROPERTY.—In the 
case of any self-constructed property, the 
term ‘qualified progress expenditures’ means 
the amount which, for purposes of this sub-
part, is properly chargeable (during such tax-
able year) to capital account with respect to 
such property. 

‘‘(B) NON-SELF-CONSTRUCTED PROPERTY.—In
the case of non-self-constructed property, 
the term ‘qualified progress expenditures’ 
means the amount paid during the taxable 
year to another person for the construction 
of such property. 

‘‘(4) OTHER DEFINITIONS.—For purposes of 
this subsection—

‘‘(A) SELF-CONSTRUCTED PROPERTY.—The
term ‘self-constructed property’ means prop-
erty for which it is reasonable to believe 
that more than half of the construction ex-
penditures will be made directly by the tax-
payer.

‘‘(B) NON-SELF-CONSTRUCTED PROPERTY.—
The term ‘non-self-constructed property’ 
means property which is not self-constructed 
property.

‘‘(C) CONSTRUCTION, ETC.—The term ‘con-
struction’ includes reconstruction and erec-
tion, and the term ‘constructed’ includes re-
constructed and erected. 

‘‘(D) ONLY CONSTRUCTION OF QUALIFYING
CLEAN COAL TECHNOLOGY FACILITY TO BE
TAKEN INTO ACCOUNT.—Construction shall be 
taken into account only if, for purposes of 
this subpart, expenditures therefor are prop-
erly chargeable to capital account with re-
spect to the property. 

‘‘(5) ELECTION.—An election under this sub-
section may be made at such time and in 
such manner as the Secretary may by regu-
lations prescribe. Such an election shall 
apply to the taxable year for which made and 
to all subsequent taxable years. Such an 
election, once made, may not be revoked ex-
cept with the consent of the Secretary. 

‘‘(e) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any property 
with respect to which the rehabilitation 
credit under section 47 or the energy credit 
under section 48A is allowed unless the tax-
payer elects to waive the application of such 
credit to such property.’’

(c) RECAPTURE.—Section 50(a) (relating to 
other special rules) is amended by adding at 
the end the following: 

‘‘(6) SPECIAL RULES RELATING TO QUALI-
FYING CLEAN COAL TECHNOLOGY FACILITY.—
For purposes of applying this subsection in 
the case of any credit allowable by reason of 
section 48B, the following shall apply: 

‘‘(A) GENERAL RULE.—In lieu of the amount 
of the increase in tax under paragraph (1), 
the increase in tax shall be an amount equal 
to the investment tax credit allowed under 
section 38 for all prior taxable years with re-
spect to a qualifying clean coal technology 
facility (as defined by section 48B(b)) multi-
plied by a fraction whose numerator is the 
number of years remaining to fully depre-
ciate under this title the qualifying clean 
coal technology facility disposed of, and 
whose denominator is the total number of 
years over which such facility would other-
wise have been subject to depreciation. For 
purposes of the preceding sentence, the year 
of disposition of the qualifying clean coal 
technology facility property shall be treated 
as a year of remaining depreciation. 

‘‘(B) PROPERTY CEASES TO QUALIFY FOR
PROGRESS EXPENDITURES.—Rules similar to 
the rules of paragraph (2) shall apply in the 
case of qualified progress expenditures for a 
qualifying clean coal technology facility 
under section 48B, except that the amount of 
the increase in tax under subparagraph (A) of 
this paragraph shall be substituted in lieu of 
the amount described in such paragraph (2). 

‘‘(C) APPLICATION OF PARAGRAPH.—This
paragraph shall be applied separately with 
respect to the credit allowed under section 38 
regarding a qualifying clean coal technology 
facility.’’

(d) TRANSITIONAL RULE.—Section 39(d) of 
the Internal Revenue Code of 1986 (relating 
to transitional rules), as amended by section 
101(c)(2), is amended by adding at the end the 
following:

‘‘(10) NO CARRYBACK OF SECTION 48B CREDIT
BEFORE EFFECTIVE DATE.—No portion of the 
unused business credit for any taxable year 
which is attributable to the qualifying clean 
coal technology facility credit determined 
under section 48B may be carried back to a 
taxable year ending before the date of the 
enactment of section 48B.’’

(e) CREDIT ALLOWED AGAINST MINIMUM
TAX.—

(1) IN GENERAL.—Section 38(c) of the Inter-
nal Revenue Code of 1986 (relating to limita-
tion based on amount of tax), as amended by 
section 101(b)(1), is amended by redesig-
nating paragraph (4) as paragraph (5) and by 
inserting after paragraph (3) the following: 

‘‘(4) SPECIAL RULES FOR CLEAN COAL TECH-
NOLOGY CREDIT.—
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‘‘(A) IN GENERAL.—In the case of the quali-

fying clean coal technology facility credit—
‘‘(i) this section and section 39 shall be ap-

plied separately with respect to the credit, 
and

‘‘(ii) in applying paragraph (1) to the cred-
it—

‘‘(I) subparagraph (A) shall not apply, and 
‘‘(II) the limitation under paragraph (1) (as 

modified by subclause (I)) shall be reduced 
by the credit allowed under subsection (a) for 
the taxable year (other than the credits de-
scribed in this paragraph and paragraphs (2) 
and (3)). 

‘‘(B) QUALIFYING CLEAN COAL TECHNOLOGY
FACILITY CREDIT.—For purposes of this para-
graph, the term ‘qualifying clean coal tech-
nology facility credit’ means the portion of 
the credit under subsection (a) which is at-
tributable to the credit determined under 
section 48B.’’

(2) CONFORMING AMENDMENT.—Section
38(c)(2)(A)(ii)(II) of such Code, as amended by 
section 101(b)(2), is amended by striking 
‘‘(other than the credits described in this 
paragraph and paragraph (3))’’ and inserting 
‘‘(other than the credits described in this 
paragraph and paragraphs (3) and (4))’’. 

(f) TECHNICAL AMENDMENTS.—
(1) Section 49(a)(1)(C) is amended by strik-

ing ‘‘and’’ at the end of clause (ii), by strik-
ing the period at the end of clause (iii) and 
inserting ‘‘, and’’, and by adding at the end 
the following: 

‘‘(iv) the portion of the basis of any quali-
fying clean coal technology facility attrib-
utable to any qualified investment (as de-
fined by section 48B(c)).’’

(2) Section 50(a)(4) is amended by striking 
‘‘and (2)’’ and inserting ‘‘, (2), and (6)’’. 

(3) The table of sections for subpart E of 
part IV of subchapter A of chapter 1, as 
amended by section 101(e), is amended by in-
serting after the item relating to section 48A 
the following:

‘‘Sec. 48B. Qualifying clean coal technology 
facility credit.’’

(g) EFFECTIVE DATE.—The amendments 
made by this section shall apply to periods 
after December 31, 1999, and before January 
1, 2013, under rules similar to the rules of 
section 48(m) of the Internal Revenue Code of 
1986 (as in effect on the day before the date 
of the enactment of the Revenue Reconcili-
ation Act of 1990). 
SEC. 502. CREDIT FOR PRODUCTION FROM 

QUALIFYING CLEAN COAL TECH-
NOLOGY.

(a) CREDIT FOR PRODUCTION FROM QUALI-
FYING CLEAN COAL TECHNOLOGY.—Subpart D 
of part IV of subchapter A of chapter 1 (re-
lating to business related credits) is amend-
ed by adding at the end the following: 
‘‘SEC. 45D. CREDIT FOR PRODUCTION FROM 

QUALIFYING CLEAN COAL TECH-
NOLOGY.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the qualifying clean coal technology 
production credit of any taxpayer for any 
taxable year is equal to the applicable 
amount for each kilowatt hour—

‘‘(1) produced by the taxpayer at a quali-
fying clean coal technology facility during 
the 10-year period beginning on the date the 
facility was originally placed in service, and 

‘‘(2) sold by the taxpayer to an unrelated 
person during such taxable year. 

‘‘(b) APPLICABLE AMOUNT.—For purposes of 
this section, the applicable amount with re-
spect to production from a qualifying clean 
coal technology facility shall be determined 
as follows: 

‘‘(1) In the case of a facility originally 
placed in service before 2006, if—

‘‘The facility design average 
net heat rate, Btu/kWh 

(HHV) is equal to: 

The applicable amount is: 

For 1st 5 years of 
such service 

For 2d 5 years of 
such service 

Not more than 8400 ............ $.0130 $.0110
More than 8400 but not 

more than 8550.
$.0100 $.0085

More than 8550 but not 
more than 8750.

$.0090 $.0070. 

‘‘(2) In the case of a facility originally 
placed in service after 2005 and before 2010, 
if—

‘‘The facility design average 
net heat rate, Btu/kWh 

(HHV) is equal to: 

The applicable amount is: 

For 1st 5 years of 
such service 

For 2d 5 years of 
such service 

Not more than 7770 ............ $.0100 $.0080
More than 7770 but not 

more than 8125.
$.0080 $.0065

More than 8125 but not 
more than 8350.

$.0070 $.0055. 

‘‘(3) In the case of a facility originally 
placed in service after 2009 and before 2014, 
if—

‘‘The facility design average 
net heat rate, Btu/kWh 

(HHV) is equal to: 

The applicable amount is: 

For 1st 5 years of 
such service 

For 2d 5 years of 
such service 

Not more than 7720 ............ $.0085 $.0070
More than 7720 but not 

more than 7380.
$.0070 $.0045. 

‘‘(c) INFLATION ADJUSTMENT FACTOR.—Each
amount in paragraphs (1), (2), and (3) shall 
each be adjusted by multiplying such 
amount by the inflation adjustment factor 
for the calendar year in which the amount is 
applied. If any amount as increased under 
the preceding sentence is not a multiple of 
0.01 cent, such amount shall be rounded to 
the nearest multiple of 0.01 cent. 

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

‘‘(1) any term used in this section which is 
also used in section 48B shall have the mean-
ing given such term in section 48B, 

‘‘(2) the rules of paragraphs (3), (4), and (5) 
of section 45 shall apply, 

‘‘(3) the term ‘inflation adjustment factor’ 
means, with respect to a calendar year, a 
fraction the numerator of which is the GDP 
implicit price deflator for the preceding cal-
endar year and the denominator of which is 
the GDP implicit price deflator for the cal-
endar year 1998, and 

‘‘(4) the term ‘GDP implicit price deflator’ 
means the most recent revision of the im-
plicit price deflator for the gross domestic 
product as computed by the Department of 
Commerce before March 15 of the calendar 
year.’’

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b) is amended by striking ‘‘plus’’ 
at the end of paragraph (11), by striking the 
period at the end of paragraph (12) and in-
serting ‘‘, plus’’, and by adding at the end the 
following:

‘‘(13) the qualifying clean coal technology 
production credit determined under section 
45D(a).’’

(c) TRANSITIONAL RULE.—Section 39(d) (re-
lating to transitional rules), as amended by 
section 501(d), is amended by adding at the 
end the following: 

‘‘(11) NO CARRYBACK OF CERTAIN CREDITS BE-
FORE EFFECTIVE DATE.—No portion of the un-
used business credit for any taxable year 
which is attributable to the credits allowable 
under any section added to this subpart by 

the amendments made by the Energy Secu-
rity Tax Act of 1999 may be carried back to 
a taxable year ending before the date of the 
enactment of such Act.’’

(d) CREDIT ALLOWED AGAINST MINIMUM
TAX.—

(1) IN GENERAL.—Section 38(c) (relating to 
limitation based on amount of tax), as 
amended by section 501(e)(1), is amended by 
redesignating paragraph (5) as paragraph (6) 
and by inserting after paragraph (4) the fol-
lowing:

‘‘(5) SPECIAL RULES FOR CLEAN COAL PRO-
DUCTION CREDIT.—

‘‘(A) IN GENERAL.—In the case of the quali-
fying clean coal technology production cred-
it—

‘‘(i) this section and section 39 shall be ap-
plied separately with respect to the credit, 
and

‘‘(ii) in applying paragraph (1) to the cred-
it—

‘‘(I) subparagraph (A) shall not apply, and 
‘‘(II) the limitation under paragraph (1) (as 

modified by subclause (I)) shall be reduced 
by the credit allowed under subsection (a) for 
the taxable year (other than the credits de-
scribed in this paragraph and paragraphs (2), 
(3), and (4)). 

‘‘(B) QUALIFYING CLEAN COAL TECHNOLOGY
PRODUCTION CREDIT.—For purposes of this 
paragraph, the term ‘qualifying clean coal 
technology production credit’ means the por-
tion of the credit under subsection (a) which 
is attributable to the credit determined 
under section 45D.’’

(2) CONFORMING AMENDMENT.—Section
38(c)(2)(A)(ii)(II), as amended by section 
501(e)(2), is amended by striking ‘‘(other than 
the credits described in this paragraph and 
paragraphs (3) and (4))’’ and inserting ‘‘(other 
than the credits described in this paragraph 
and paragraphs (3), (4), and (5))’’. 

(e) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding 
at the end the following:

‘‘Sec. 45D. Credit for production from quali-
fying clean coal technology.’’

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to produc-
tion after the date of the enactment of this 
Act.
SEC. 503. RISK POOL FOR QUALIFYING CLEAN 

COAL TECHNOLOGY. 
(a) ESTABLISHMENT.—The Secretary of the 

Treasury shall establish a financial risk pool 
which shall be available to any United 
States owner of qualifying clean coal tech-
nology (as defined in section 48B(b)(3) of the 
Internal Revenue Code of 1986) to offset for 
the first 3 three years of the operation of 
such technology the costs (not to exceed 5 
percent of the total cost of installation) for 
modifications resulting from the tech-
nology’s failure to achieve its design per-
formance.

(b) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated such 
sums as are necessary to carry out the pur-
poses of this section.

TITLE VI—METHANE RECOVERY 
SEC. 601. EXPANSION OF SECTION 29 TAX CREDIT. 

(a) 10-YEAR EXTENSION.—Section 29(f) (re-
lating to application of section) is amend-
ed—

(1) by inserting ‘‘and after December 31, 
1999, and before January 1, 2009,’’ after 
‘‘1993,’’ in paragraphs (1)(A) and (1)(B), and 

(2) by striking ‘‘2003’’ in paragraph (2) and 
inserting ‘‘2013’’. 

(b) EXPANSION OF DEFINITION OF BIOMASS.—
(1) IN GENERAL.—Section 29(c)(3) is amend-

ed to read as follows: 
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‘‘(3) BIOMASS.—The term ‘biomass’ means—
‘‘(A) any organic material other than—
‘‘(i) oil and natural gas (or any product 

thereof), and 
‘‘(ii) coal (including lignite) or any product 

thereof, and 
‘‘(B) any solid, nonhazardous, cellulosic 

waste material, which is segregated from 
other waste materials, and which is derived 
from—

‘‘(i) any of the following forest-related re-
sources: mill residues, precommercial 
thinnings, slash, and brush, but not includ-
ing old-growth timber, 

‘‘(ii) urban sources, including waste pal-
lets, crates, and dunnage, manufacturing and 
construction wood wastes, and landscape or 
right-of-way tree trimmings, but not includ-
ing unsegregated municipal solid waste (gar-
bage), or

‘‘(iii) agriculture sources, including or-
chard tree crops, vineyard, grain, legumes, 
poultry litter, animal manure, sugar, and 
other crop by-products or residues.’’

(2) EFFECTIVE DATE.—The amendment 
made by this subsection shall apply to pro-
duction after the date of the enactment of 
this Act. 
SEC. 602. CREDIT FOR CAPTURE OF COALBED 

METHANE GAS. 
(a) CREDIT FOR CAPTURE OF COALBED METH-

ANE GAS.—Subpart D of part IV of sub-
chapter A of chapter 1 (relating to business 
related credits), as amended by section 
502(a), is amended by adding at the end the 
following:
‘‘SEC. 45E. CREDIT FOR CAPTURE OF COALBED 

METHANE GAS. 
‘‘For purposes of section 38, the coalbed 

methane gas capture credit of any taxpayer 
for any taxable year is $10 for each ton of 
carbon-equivalent coalbed methane gas cap-
tured by the taxpayer during such taxable 
year.’’

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b), as amended by section 502(b), 
is amended by striking ‘‘plus’’ at the end of 
paragraph (12), by striking the period at the 
end of paragraph (13) and inserting ‘‘, plus’’, 
and by adding at the end the following: 

‘‘(14) the coalbed methane gas capture 
credit determined under section 45E(a).’’

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 502(e), is amended by adding at the end 
the following:

‘‘Sec. 45E. Credit for capture of coalbed 
methane gas.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to produc-
tion after the date of the enactment of this 
Act.

TITLE VII—OIL AND GAS PRODUCTION 
SEC. 701. CREDIT FOR PRODUCTION OF RE-RE-

FINED LUBRICATING OIL. 
(a) IN GENERAL.—Subpart D of part IV of 

subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by section 
602(a), is amended by adding at the end the 
following:
‘‘SEC. 45F. CREDIT FOR PRODUCING RE-REFINED 

LUBRICATING OIL. 
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, the re-refined lubricating oil produc-
tion credit of any taxpayer for any taxable 
year is equal to $4.05 per barrel of qualified 
re-refined lubricating oil production which is 
attributable to the taxpayer (within the 
meaning of section 29(d)(3)). 

‘‘(b) QUALIFIED RE-REFINED LUBRICATING
OIL PRODUCTION.—For purposes of this sec-
tion—

‘‘(1) IN GENERAL.—The term ‘qualified re-
refined lubricating oil production’ means a 
base oil manufactured from at least 95 per-
cent used oil and not more than 2 percent of 
previously unused oil by a re-refining process 
which effectively removes physical and 
chemical impurities and spent and unspent 
additives to the extent that such base oil 
meets industry standards for engine oil as 
defined by the American Petroleum Institute 
document API 1509 as in effect on the date of 
the enactment of this section. 

‘‘(2) LIMITATION ON AMOUNT OF PRODUCTION
WHICH MAY QUALIFY.—Re-refined lubricating 
oil produced during any taxable year shall 
not be treated as qualified re-refined lubri-
cating oil production but only to the extent 
average daily production during the taxable 
year exceeds 7,000 barrels. 

‘‘(3) BARREL.—The term ‘barrel’ has the 
meaning given such term by section 
613A(e)(4).

‘‘(c) INFLATION ADJUSTMENT.—In the case 
of any taxable year beginning in a calendar 
year after 1999, the dollar amount contained 
in subsection (a) shall be increased to an 
amount equal to such dollar amount multi-
plied by the inflation adjustment factor for 
such calendar year (determined under sec-
tion 29(d)(2)(B) by substituting ‘1998’ for 
‘1979’).’’

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b) (relating to current year busi-
ness credit), as amended by section 602(b), is 
amended by striking ‘‘plus’’ at the end of 
paragraph (13), by striking the period at the 
end of paragraph (14) and inserting ‘‘, plus’’, 
and by adding at the end the following: 

‘‘(15) the re-refined lubricating oil produc-
tion credit determined under section 45F(a).’’

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 602(c), is amended by adding at the end 
the following:

‘‘Sec. 45F. Credit for producing re-refined lu-
bricating oil.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to produc-
tion after the date of the enactment of this 
Act.
SEC. 702. REPEAL CERTAIN ADJUSTMENTS 

BASED ON ADJUSTED CURRENT 
EARNINGS RELATING TO OIL AND 
GAS ASSETS. 

(a) INTANGIBLE DRILLING COSTS.—Clause (i) 
of section 56(g)(4)(D) (relating to certain 
other earnings and profits adjustments) is 
amended by striking the second sentence and 
inserting the following: ‘‘In the case of any 
oil or gas well, this clause shall not apply to 
amounts paid or incurred in taxable years 
beginning after December 31, 1999.’’

(b) DEPLETION.—Clause (ii) of section 
56(g)(4)(F) (relating to depletion) is amended 
to read as follows: 

‘‘(ii) EXCEPTION FOR OIL AND GAS WELLS.—In
the case of any taxable year beginning after 
December 31, 1999, clause (i) (and subpara-
graph (C)(i)) shall not apply to any deduction 
for depletion computed in accordance with 
section 613A.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999. 
SEC. 202. 10-YEAR CARRYBACK FOR PERCENTAGE 

DEPLETION FOR OIL AND GAS PROP-
ERTY.

(a) IN GENERAL.—Subsection (d)(1) of sec-
tion 613A (relating to limitations on percent-
age depletion in case of oil and gas wells) is 
amended to read as follows: 

‘‘(1) LIMITATION BASED ON TAXABLE IN-
COME.—

‘‘(A) IN GENERAL.—The deduction for the 
taxable year attributable to the application 
of subsection (c) shall not exceed so much of 
the taxpayer’s taxable income for the year as 
the taxpayer elects under subparagraph 
(B)(iii) computed without regard to—

‘‘(i) any depletion on production from an 
oil or gas property which is subject to the 
provisions of subsection (c), 

‘‘(ii) any net operating loss carryback to 
the taxable year under section 172, 

‘‘(iii) any capital loss carryback to the tax-
able year under section 1212, and 

‘‘(iv) in the case of a trust, any distribu-
tions to its beneficiary, except in the case of 
any trust where any beneficiary of such trust 
is a member of the family (as defined in sec-
tion 267(c)(4)) of a settlor who created inter 
vivos and testamentary trusts for members 
of the family and such settlor died within 
the last six days of the fifth month in 1970, 
and the law in the jurisdiction in which such 
trust was created requires all or a portion of 
the gross or net proceeds of any royalty or 
other interest in oil, gas, or other mineral 
representing any percentage depletion allow-
ance to be allocated to the principal of the 
trust.

‘‘(B) CARRYBACKS AND CARRYFORWARDS.—
‘‘(i) IN GENERAL.—If any amount is dis-

allowed as a deduction for the taxable year 
(in this subparagraph referred to as the ‘un-
used depletion year’) by reason of the appli-
cation of subparagraph (A), the disallowed 
amount shall be treated as an amount allow-
able as a deduction under subsection (c) for—

‘‘(I) each of the 10 taxable years preceding 
the unused depletion year, and 

‘‘(II) the taxable year following the unused 
depletion year, 
subject to the application of subparagraph 
(A) to such taxable year. 

‘‘(ii) APPLICABLE RULES.—Rules similar to 
the rules of section 39 shall apply for pur-
poses of this subparagraph. 

‘‘(iii) ELECTION TO WAIVE CARRYBACK.—Any
taxpayer entitled to a carryback period 
under this subparagraph may elect to waive 
such carryback for any of the taxable years 
to which such carryback would apply. Such 
election made in any taxable year may be re-
vised in the next succeeding taxable year in 
such manner as the Secretary may prescribe. 

‘‘(C) ALLOCATION OF DISALLOWED
AMOUNTS.—For purposes of basis adjustments 
and determining whether cost depletion ex-
ceeds percentage depletion with respect to 
the production from a property, any amount 
disallowed as a deduction on the application 
of this paragraph shall be allocated to the re-
spective properties from which the oil or gas 
was produced in proportion to the percentage 
depletion otherwise allowable to such prop-
erties under subsection (c).’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 1999, and 
to any taxable year beginning on or before 
such date to the extent necessary to apply 
section 613A(d)(1)(B) of the Internal Revenue 
Code of 1986 (as added by subsection (a)).

TITLE VIII—RENEWABLE POWER 
GENERATION

SEC. 801. CREDIT FOR INVESTMENT IN PHOTO-
VOLTAIC AND WIND PROPERTY MAN-
UFACTURING FACILITIES. 

(a) ALLOWANCE OF PHOTOVOLTAIC OR WIND
PROPERTY MANUFACTURING FACILITY CRED-
IT.—Section 46 (relating to amount of cred-
it), as amended by section 501(a), is amended 
by striking ‘‘and’’ at the end of paragraph 
(3), by striking the period at the end of para-
graph (4) and inserting ‘‘, and’’, and by add-
ing at the end the following: 
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‘‘(5) the photovoltaic or wind property 

manufacturing facility credit.’’
(b) AMOUNT OF CREDIT.—Subpart E of part 

IV of subchapter A of chapter 1 (relating to 
rules for computing investment credit), as 
amended by section 501(b), is amended by in-
serting after section 48B the following: 
‘‘SEC. 48C. PHOTOVOLTAIC OR WIND PROPERTY 

MANUFACTURING FACILITY CREDIT. 
‘‘(a) IN GENERAL.—For purposes of section 

46, the photovoltaic or wind property manu-
facturing facility credit for any taxable year 
is an amount equal to 10 percent of the quali-
fied investment in a photovoltaic or wind 
property manufacturing facility for such 
taxable year. 

‘‘(b) PHOTOVOLTAIC OR WIND PROPERTY
MANUFACTURING FACILITY.—

‘‘(1) IN GENERAL.—For purposes of sub-
section (a), the term ‘photovoltaic or wind 
property manufacturing facility’ means a fa-
cility of the taxpayer—

‘‘(A)(i) the original use of which com-
mences with the taxpayer or the reconstruc-
tion of which is completed by the taxpayer 
(but only with respect to that portion of the 
basis which is properly attributable to such 
reconstruction), or 

‘‘(ii) that is acquired through purchase (as 
defined by section 179(d)(2)), 

‘‘(B) that is depreciable under section 167, 
‘‘(C) that has a useful life of not less than 

4 years, and
‘‘(D) that is used to manufacture photo-

voltaic or wind property. 
‘‘(2) SPECIAL RULE FOR SALE-LEASEBACKS.—

For purposes of subparagraph (A) of para-
graph (1), in the case of a facility that—

‘‘(A) is originally placed in service by a 
person, and 

‘‘(B) is sold and leased back by such per-
son, or is leased to such person, within 3 
months after the date such facility was 
originally placed in service, for a period of 
not less than 12 years,

such facility shall be treated as originally 
placed in service not earlier than the date on 
which such property is used under the lease-
back (or lease) referred to in subparagraph 
(B). The preceding sentence shall not apply 
to any property if the lessee and lessor of 
such property make an election under this 
sentence. Such an election, once made, may 
be revoked only with the consent of the Sec-
retary.

‘‘(3) PHOTOVOLTAIC OR WIND PROPERTY.—For
purposes of paragraph (1)(D)—

‘‘(A) PHOTOVOLTAIC PROPERTY.—The term 
‘photovoltaic property’ has the meaning 
given to such term by section 48A(d)(1)(D). 

‘‘(B) WIND PROPERTY.—The term ‘wind 
property’ has the meaning given to the term 
‘qualified wind energy systems equipment 
property’ by section 48A(d)(8). 

‘‘(c) QUALIFIED INVESTMENT.—For purposes 
of subsection (a), the term ‘qualified invest-
ment’ means, with respect to any taxable 
year, the basis of a photovoltaic or wind 
property manufacturing facility placed in 
service by the taxpayer during such taxable 
year in an aggregate amount of not less than 
$5,000,000.

‘‘(d) QUALIFIED PROGRESS EXPENDITURES.—
‘‘(1) INCREASE IN QUALIFIED INVESTMENT.—

In the case of a taxpayer who has made an 
election under paragraph (5), the amount of 
the qualified investment of such taxpayer for 
the taxable year (determined under sub-
section (c) without regard to this section) 
shall be increased by an amount equal to the 
aggregate of each qualified progress expendi-
ture for the taxable year with respect to 
progress expenditure property. 

‘‘(2) PROGRESS EXPENDITURE PROPERTY DE-
FINED.—For purposes of this subsection, the 

term ‘progress expenditure property’ means 
any property being constructed by or for the 
taxpayer and which—

‘‘(A) cannot reasonably be expected to be 
completed in less than 18 months, and 

‘‘(B) it is reasonable to believe will qualify 
as a photovoltaic or wind property manufac-
turing facility which is being constructed by 
or for the taxpayer when it is placed in serv-
ice.

‘‘(3) QUALIFIED PROGRESS EXPENDITURES DE-
FINED.—For purposes of this subsection—

‘‘(A) SELF-CONSTRUCTED PROPERTY.—In the 
case of any self-constructed property, the 
term ‘qualified progress expenditures’ means 
the amount which, for purposes of this sub-
part, is properly chargeable (during such tax-
able year) to capital account with respect to 
such property. 

‘‘(B) NON-SELF-CONSTRUCTED PROPERTY.—In
the case of non-self-constructed property, 
the term ‘qualified progress expenditures’ 
means the amount paid during the taxable 
year to another person for the construction 
of such property. 

‘‘(4) OTHER DEFINITIONS.—For purposes of 
this subsection—

‘‘(A) SELF-CONSTRUCTED PROPERTY.—The
term ‘self-constructed property’ means prop-
erty for which it is reasonable to believe 
that more than half of the construction ex-
penditures will be made directly by the tax-
payer.

‘‘(B) NON-SELF-CONSTRUCTED PROPERTY.—
The term ‘non-self-constructed property’ 
means property which is not self-constructed 
property.

‘‘(C) CONSTRUCTION, ETC.—The term ‘con-
struction’ includes reconstruction and erec-
tion, and the term ‘constructed’ includes re-
constructed and erected. 

‘‘(D) ONLY CONSTRUCTION OF PHOTOVOLTAIC
OR WIND PROPERTY MANUFACTURING FACILITY
TO BE TAKEN INTO ACCOUNT.—Construction
shall be taken into account only if, for pur-
poses of this subpart, expenditures therefor 
are properly chargeable to capital account 
with respect to the property. 

‘‘(5) ELECTION.—An election under this sub-
section may be made at such time and in 
such manner as the Secretary may by regu-
lations prescribe. Such an election shall 
apply to the taxable year for which made and 
to all subsequent taxable years. Such an 
election, once made, may not be revoked ex-
cept with the consent of the Secretary. 

‘‘(e) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any property 
with respect to which the energy credit 
under section 48A or the rehabilitation cred-
it under section 47 is allowed unless the tax-
payer elects to waive the application of such 
credits to such property.’’

(c) RECAPTURE.—Section 50(a) (relating to 
other special rules), as amended by section 
501(c), is amended by adding at the end the 
following:

‘‘(7) SPECIAL RULES RELATING TO PHOTO-
VOLTAIC OR WIND PROPERTY MANUFACTURING
FACILITY.—For purposes of applying this sub-
section in the case of any credit allowable by 
reason of section 48C, the following shall 
apply:

‘‘(A) GENERAL RULE.—In lieu of the amount 
of the increase in tax under paragraph (1), 
the increase in tax shall be an amount equal 
to the investment tax credit allowed under 
section 38 for all prior taxable years with re-
spect to a photovoltaic or wind property 
manufacturing facility (as defined by section 
48C(b)) multiplied by a fraction whose nu-
merator is the number of years remaining to 
fully depreciate under this title the photo-
voltaic or wind property manufacturing fa-

cility disposed of, and whose denominator is 
the total number of years over which such 
facility would otherwise have been subject to 
depreciation. For purposes of the preceding 
sentence, the year of disposition of the pho-
tovoltaic or wind property manufacturing fa-
cility shall be treated as a year of remaining 
depreciation.

‘‘(B) PROPERTY CEASES TO QUALIFY FOR
PROGRESS EXPENDITURES.—Rules similar to 
the rules of paragraph (2) shall apply in the 
case of qualified progress expenditures for a 
photovoltaic or wind property manufac-
turing facility under section 48C, except that 
the amount of the increase in tax under sub-
paragraph (A) of this paragraph shall be sub-
stituted in lieu of the amount described in 
such paragraph (2). 

‘‘(C) APPLICATION OF PARAGRAPH.—This
paragraph shall be applied separately with 
respect to the credit allowed under section 38 
regarding a photovoltaic or wind property 
manufacturing facility.’’

(d) TECHNICAL AMENDMENTS.—
(1) Section 49(a)(1)(C), as amended by sec-

tion 501(f), is amended by striking ‘‘and’’ at 
the end of clause (iii), by striking the period 
at the end of clause (iv) and inserting ‘‘, 
and’’, and by adding at the end the following: 

‘‘(v) the portion of the basis of any photo-
voltaic or wind property manufacturing fa-
cility attributable to any qualified invest-
ment (as defined by section 48C(c)).’’

(2) Section 50(a)(4), as amended by section 
504(f), is amended by striking ‘‘and (6)’’ and 
inserting ‘‘, (6), and (7)’’. 

(3) The table of sections for subpart E of 
part IV of subchapter A of chapter 1, as 
amended by section 501(f), is amended by in-
serting after the item relating to section 48B 
the following:

‘‘Sec. 48C. Photovoltaic or wind property 
manufacturing facility credit.’’

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to periods 
after December 31, 1999, under rules similar 
to the rules of section 48(m) of the Internal 
Revenue Code of 1986 (as in effect on the day 
before the date of the enactment of the Rev-
enue Reconciliation Act of 1990). 
SEC. 802. MODIFICATIONS TO CREDIT FOR ELEC-

TRICITY PRODUCED FROM RENEW-
ABLE RESOURCES. 

(a) QUALIFIED FACILITIES INCLUDE ALL BIO-
MASS FACILITIES.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 45(c)(1) (relating to credit for electricity 
produced from certain renewable resources) 
is amended to read as follows: 

‘‘(B) biomass.’’
(2) BIOMASS DEFINED.—Paragraph (2) of sec-

tion 45(c) is amended to read as follows: 
‘‘(2) BIOMASS.—The term ‘biomass’ means—
‘‘(A) any organic material from a plant 

which is planted exclusively for purposes of 
being used at a qualified facility to produce 
electricity, and 

‘‘(B) any solid, nonhazardous, cellulosic 
waste material which is segregated from 
other waste materials and which is derived 
from—

‘‘(i) any of the following forest-related re-
sources: mill residues, precommercial 
thinnings, slash, and brush, but not includ-
ing old-growth timber, 

‘‘(ii) urban sources, including waste pal-
lets, crates, and dunnage, manufacturing and 
construction wood wastes, and landscape or 
right-of-way tree trimmings, but not includ-
ing unsegregated municipal solid waste (gar-
bage),

‘‘(iii) agriculture sources, including or-
chard tree crops, vineyard, grain, legumes, 
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sugar, and other crop by-products or resi-
dues, or 

‘‘(iv) poultry waste.’’
(b) EXTENSION AND MODIFICATION OF PLACED

IN SERVICE RULES.—Paragraph (3) of section 
45(c) is amended to read as follows: 

‘‘(3) QUALIFIED FACILITY.—
‘‘(A) WIND FACILITIES.—In the case of a fa-

cility using wind to produce electricity, the 
term ‘qualified facility’ means any facility 
owned by the taxpayer which is originally 
placed in service after December 31, 1993, and 
before July 1, 2004. 

‘‘(B) BIOMASS FACILITIES.—
‘‘(i) IN GENERAL.—In the case of a facility 

using biomass to produce electricity, the 
term ‘qualified facility’ means any facility 
owned by the taxpayer which is originally 
placed in service before July 1, 2004. 

‘‘(ii) COMBINED PRODUCTION FACILITIES IN-
CLUDED.—For purposes of clause (i), the term 
‘qualified facility’ shall include a facility 
using biomass to produce electricity and eth-
anol.

‘‘(iii) SPECIAL RULES.—In the case of a 
qualified facility described in this subpara-
graph—

‘‘(I) the 10-year period referred to in sub-
section (a) shall be treated as beginning no 
earlier than the date of the enactment of 
this paragraph, and 

‘‘(II) subsection (b)(3) shall not apply to 
any such facility originally placed in service 
before January 1, 1997.’’

(c) COORDINATION WITH OTHER CREDITS.—
Section 45(d) (relating to definitions and spe-
cial rules) is amended by adding at the end 
the following: 

‘‘(6) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any produc-
tion with respect to which the clean coal 
technology production credit under section 
45B is allowed unless the taxpayer elects to 
waive the application of such credit to such 
production.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to elec-
tricity produced after the date of the enact-
ment of this Act. 
SEC. 803. PROPORTIONAL CREDIT FOR PRO-

DUCING ELECTRICITY THROUGH CO-
FIRING.

(a) IN GENERAL.—Section 45(b) (relating to 
limitations and adjustments) is amended by 
adding at the end the following: 

‘‘(4) PROPORTIONAL CREDIT FOR CO-FIRING.—
In the case of a qualified facility as defined 
in subsection (c)(3)(B) using coal to co-fire 
with biomass, the amount of the credit de-
termined under subsection (a) for the taxable 
year shall be reduced by the percentage coal 
comprises (on a Btu basis) of the average fuel 
input of the facility for the taxable year.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to elec-
tricity produced after the date of the enact-
ment of this Act. 
SEC. 804. CREDIT FOR CAPITAL COSTS OF QUALI-

FIED BIOMASS-BASED GENERATING 
SYSTEM.

(a) ALLOWANCE OF QUALIFIED BIOMASS-
BASED GENERATING SYSTEM FACILITY CRED-
IT.—Section 46 (relating to amount of cred-
it), as amended by section 801(a), is amended 
by striking ‘‘and’’ at the end of paragraph 
(5), by striking the period at the end of para-
graph (5) and inserting ‘‘, and’’, and by add-
ing at the end the following: 

‘‘(6) the qualified biomass-based generating 
system facility credit.’’

(b) AMOUNT OF CREDIT.—Subpart E of part 
IV of subchapter A of chapter 1 (relating to 
rules for computing investment credit), as 
amended by section 801(b), is amended by in-
serting after section 48C the following: 

‘‘SEC. 48D. QUALIFIED BIOMASS-BASED GENER-
ATING SYSTEM FACILITY CREDIT. 

‘‘(a) IN GENERAL.—For purposes of section 
46, the qualified biomass-based generating 
system facility credit for any taxable year is 
an amount equal to 20 percent of the quali-
fied investment in a qualified biomass-based 
generating system facility for such taxable 
year.

‘‘(b) QUALIFIED BIOMASS-BASED GENERATING
SYSTEM FACILITY.—

‘‘(1) IN GENERAL.—For purposes of sub-
section (a), the term ‘qualified biomass-
based generating system facility’ means a fa-
cility of the taxpayer—

‘‘(A)(i) the original use of which com-
mences with the taxpayer or the reconstruc-
tion of which is completed by the taxpayer 
(but only with respect to that portion of the 
basis which is properly attributable to such 
reconstruction), or 

‘‘(ii) that is acquired through purchase (as 
defined by section 179(d)(2)), 

‘‘(B) that is depreciable under section 167, 
‘‘(C) that has a useful life of not less than 

4 years, and
‘‘(D) that uses a qualified biomass-based 

generating system. 
‘‘(2) SPECIAL RULE FOR SALE-LEASEBACKS.—

For purposes of subparagraph (A) of para-
graph (1), in the case of a facility that—

‘‘(A) is originally placed in service by a 
person, and 

‘‘(B) is sold and leased back by such per-
son, or is leased to such person, within 3 
months after the date such facility was 
originally placed in service, for a period of 
not less than 12 years,
such facility shall be treated as originally 
placed in service not earlier than the date on 
which such property is used under the lease-
back (or lease) referred to in subparagraph 
(B). The preceding sentence shall not apply 
to any property if the lessee and lessor of 
such property make an election under this 
sentence. Such an election, once made, may 
be revoked only with the consent of the Sec-
retary.

‘‘(3) QUALIFIED BIOMASS-BASED GENERATING
SYSTEM.—For purposes of paragraph (1)(D), 
the term ‘qualified biomass-based generating 
system’ means a biomass-based integrated 
gasification combined cycle (IGCC) gener-
ating system which has an electricity-only 
generation efficiency greater than 40 per-
cent.

‘‘(c) QUALIFIED INVESTMENT.—For purposes 
of subsection (a), the term ‘qualified invest-
ment’ means, with respect to any taxable 
year, the basis of a qualified biomass-based 
generating system facility placed in service 
by the taxpayer during such taxable year. 

‘‘(d) QUALIFIED PROGRESS EXPENDITURES.—
‘‘(1) INCREASE IN QUALIFIED INVESTMENT.—

In the case of a taxpayer who has made an 
election under paragraph (5), the amount of 
the qualified investment of such taxpayer for 
the taxable year (determined under sub-
section (c) without regard to this section) 
shall be increased by an amount equal to the 
aggregate of each qualified progress expendi-
ture for the taxable year with respect to 
progress expenditure property. 

‘‘(2) PROGRESS EXPENDITURE PROPERTY DE-
FINED.—For purposes of this subsection, the 
term ‘progress expenditure property’ means 
any property being constructed by or for the 
taxpayer and which—

‘‘(A) cannot reasonably be expected to be 
completed in less than 18 months, and 

‘‘(B) it is reasonable to believe will qualify 
as a qualified biomass-based generating sys-
tem facility which is being constructed by or 
for the taxpayer when it is placed in service. 

‘‘(3) QUALIFIED PROGRESS EXPENDITURES DE-
FINED.—For purposes of this subsection—

‘‘(A) SELF-CONSTRUCTED PROPERTY.—In the 
case of any self-constructed property, the 
term ‘qualified progress expenditures’ means 
the amount which, for purposes of this sub-
part, is properly chargeable (during such tax-
able year) to capital account with respect to 
such property. 

‘‘(B) NON-SELF-CONSTRUCTED PROPERTY.—In
the case of non-self-constructed property, 
the term ‘qualified progress expenditures’ 
means the amount paid during the taxable 
year to another person for the construction 
of such property. 

‘‘(4) OTHER DEFINITIONS.—For purposes of 
this subsection—

‘‘(A) SELF-CONSTRUCTED PROPERTY.—The
term ‘self-constructed property’ means prop-
erty for which it is reasonable to believe 
that more than half of the construction ex-
penditures will be made directly by the tax-
payer.

‘‘(B) NON-SELF-CONSTRUCTED PROPERTY.—
The term ‘non-self-constructed property’ 
means property which is not self-constructed 
property.

‘‘(C) CONSTRUCTION, ETC.—The term ‘con-
struction’ includes reconstruction and erec-
tion, and the term ‘constructed’ includes re-
constructed and erected. 

‘‘(D) ONLY CONSTRUCTION OF QUALIFIED BIO-
MASS-BASED GENERATING SYSTEM FACILITY TO
BE TAKEN INTO ACCOUNT.—Construction shall 
be taken into account only if, for purposes of 
this subpart, expenditures therefor are prop-
erly chargeable to capital account with re-
spect to the property. 

‘‘(5) ELECTION.—An election under this sub-
section may be made at such time and in 
such manner as the Secretary may by regu-
lations prescribe. Such an election shall 
apply to the taxable year for which made and 
to all subsequent taxable years. Such an 
election, once made, may not be revoked ex-
cept with the consent of the Secretary. 

‘‘(e) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any property 
with respect to which the energy credit 
under section 48A or the rehabilitation cred-
it under section 47 is allowed unless the tax-
payer elects to waive the application of such 
credits to such property.’’

(c) RECAPTURE.—Section 50(a) (relating to 
other special rules), as amended by section 
801(c), is amended by adding at the end the 
following:

‘‘(8) SPECIAL RULES RELATING TO QUALIFIED
BIOMASS-BASED GENERATING SYSTEM FACIL-
ITY.—For purposes of applying this sub-
section in the case of any credit allowable by 
reason of section 48D, the following shall 
apply:

‘‘(A) GENERAL RULE.—In lieu of the amount 
of the increase in tax under paragraph (1), 
the increase in tax shall be an amount equal 
to the investment tax credit allowed under 
section 38 for all prior taxable years with re-
spect to a qualified biomass-based gener-
ating system facility (as defined by section 
48D(b)) multiplied by a fraction whose nu-
merator is the number of years remaining to 
fully depreciate under this title the qualified 
biomass-based generating system facility 
disposed of, and whose denominator is the 
total number of years over which such facil-
ity would otherwise have been subject to de-
preciation. For purposes of the preceding 
sentence, the year of disposition of the quali-
fied biomass-based generating system facil-
ity shall be treated as a year of remaining 
depreciation.

‘‘(B) PROPERTY CEASES TO QUALIFY FOR
PROGRESS EXPENDITURES.—Rules similar to 
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the rules of paragraph (2) shall apply in the 
case of qualified progress expenditures for a 
qualified biomass-based generating system 
facility under section 48D, except that the 
amount of the increase in tax under subpara-
graph (A) of this paragraph shall be sub-
stituted in lieu of the amount described in 
such paragraph (2). 

‘‘(C) APPLICATION OF PARAGRAPH.—This
paragraph shall be applied separately with 
respect to the credit allowed under section 38 
regarding a qualified biomass-based gener-
ating system facility.’’

(d) TECHNICAL AMENDMENTS.—
(1) Section 49(a)(1)(C), as amended by sec-

tion 801(d), is amended by striking ‘‘and’’ at 
the end of clause (iv), by striking the period 
at the end of clause (v) and inserting ‘‘, and’’, 
and by adding at the end the following: 

‘‘(vi) the portion of the basis of any quali-
fied biomass-based generating system facil-
ity attributable to any qualified investment 
(as defined by section 48D(c)).’’

(2) Section 50(a)(4), as amended by section 
801(d), is amended by striking ‘‘and (7)’’ and 
inserting ‘‘, (7), and (8)’’. 

(3) The table of sections for subpart E of 
part IV of subchapter A of chapter 1, as 
amended by section 801(d), is amended by in-
serting after the item relating to section 48C 
the following:

‘‘Sec. 48D. Qualified biomass-based gener-
ating system facility credit.’’

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to periods 
after December 31, 1999, under rules similar 
to the rules of section 48(m) of the Internal 
Revenue Code of 1986 (as in effect on the day 
before the date of the enactment of the Rev-
enue Reconciliation Act of 1990). 
SEC. 805. PASS-THROUGH OF RENEWABLE EN-

ERGY PRODUCTION INCENTIVE PAY-
MENTS TO END-USERS. 

(a) IN GENERAL.—Subpart A of part IV of 
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by 
section 201(a), is amended by inserting after 
section 25B the following new section: 
‘‘SEC. 25C. PURCHASE OF RENEWABLE ENERGY 

PUBLIC POWER PRODUCTION. 
‘‘(a) ALLOWANCE OF CREDIT.—In the case of 

an eligible individual, there shall be allowed 
as a credit against the tax imposed by this 
chapter for the 1st taxable year beginning 
after the 10-year period described in sub-
section (b) an amount equal to—

‘‘(1) the renewable energy production per-
centage for such year, times 

‘‘(2) the taxpayer’s renewable energy public 
power production amount. 

‘‘(b) ELIGIBLE INDIVIDUAL.—For purposes of 
this section, the term ‘eligible individual’ 
means an individual who, pursuant to a writ-
ten agreement, has purchased electricity 
from a renewable energy public power facil-
ity under a separate rate schedule for a sin-
gle 10-year period. 

‘‘(c) RENEWABLE ENERGY PUBLIC POWER FA-
CILITY.—For purposes of this section, the 
term ‘renewable energy public power facil-
ity’ means, with respect to any taxable year, 
a facility which would have been eligible for 
a credit under section 45 for electricity pro-
duced during such year if such facility had 
been privately owned. 

‘‘(d) RENEWABLE ENERGY PRODUCTION PER-
CENTAGE.—For purposes of this section, the 
renewable energy production percentage for 
any taxable year is equal to ll.

‘‘(e) RENEWABLE ENERGY PUBLIC POWER
PRODUCTION AMOUNT.—For purposes of this 
section, the renewable energy public power 
production amount for any taxpayer is equal 
to the amount of kilowatt hours of elec-

tricity purchased during the 10-year period 
described in subsection (b) and reported to 
the taxpayer by the renewable energy public 
power facility under the agreement described 
in such subsection. 

‘‘(f) CARRYFORWARD OF UNUSED CREDIT.—If
the credit allowable under subsection (a) ex-
ceeds the limitation imposed by section 26(a) 
for such taxable year reduced by the sum of 
the credits allowable under subpart A of part 
IV of subchapter A (other than this section), 
such excess shall be carried to each suc-
ceeding taxable year.’’

(b) CONFORMING AMENDMENTS.—
(1) Subsection (c) of section 23 is amended 

by inserting ‘‘, section 25C, and section 
1400C’’ after ‘‘other than this section’’. 

(2) Subparagraph (C) of section 25(e)(1) is 
amended by striking ‘‘section 23’’ and insert-
ing ‘‘sections 23, 25C, and 1400C’’. 

(3) Subsection (d) of section 1400C is 
amended by inserting ‘‘and section 25C’’ 
after ‘‘other than this section’’. 

(4) The table of sections for subpart A of 
part IV of subchapter A of chapter 1, as 
amended by section 201(b), is amended by in-
serting after the item relating to section 25B 
the following new item:

‘‘Sec. 25C. Purchase of renewable energy pub-
lic power production.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to agree-
ments entered into after December 31, 1999.

TITLE IX—STEELMAKING 
SEC. 901. CREDIT FOR ENERGY-EFFICIENT 

STEELMAKING CAPACITY. 
(a) ALLOWANCE OF ENERGY-EFFICIENT

STEELMAKING CAPACITY CREDIT.—Subpart D 
of part IV of subchapter A of chapter 1 (re-
lating to business related credits), as amend-
ed by section 701(a), is amended by adding at 
the end the following: 
‘‘SEC. 45G. ENERGY-EFFICIENT STEELMAKING CA-

PACITY CREDIT. 
‘‘(a) IN GENERAL.—For purposes of section 

38, the energy-efficient steelmaking capacity 
credit for any taxable year is an amount 
equal to the product of—

‘‘(1) $50, multiplied by 
‘‘(2) the metric tons of steel produced dur-

ing such taxable year from a qualified 
steelmaking system placed in service by the 
taxpayer or that is acquired through pur-
chase (as defined by section 179(d)(2)) by such 
taxpayer.

‘‘(b) QUALIFIED STEELMAKING SYSTEM.—For
purposes of this section, the term ‘qualified 
steelmaking system’ means a system which 
produces steel at a maximum net specific en-
ergy consumption of 17 GJ per metric ton.’’

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b), as amended by section 701(b), 
is amended by striking ‘‘plus’’ at the end of 
paragraph (14), by striking the period at the 
end of paragraph (15) and inserting ‘‘, plus’’, 
and by adding at the end the following: 

‘‘(16) the energy-efficient steelmaking ca-
pacity credit determined under section 
45G(a).’’

(c) CREDIT ALLOWED AGAINST MINIMUM
TAX.—

(1) IN GENERAL.—Section 38(c) (relating to 
limitation based on amount of tax), as 
amended by section 502(c)(1), is amended by 
redesignating paragraph (6) as paragraph (7) 
and by inserting after paragraph (5) the fol-
lowing:

‘‘(6) SPECIAL RULES FOR ENERGY-EFFICIENT
STEELMAKING CAPACITY CREDIT.—

‘‘(A) IN GENERAL.—In the case of the en-
ergy-efficient steelmaking capacity credit—

‘‘(i) this section and section 39 shall be ap-
plied separately with respect to such credits, 
and

‘‘(ii) in applying paragraph (1) to such cred-
its—

‘‘(I) subparagraph (A) shall not apply, and 
‘‘(II) the limitation under paragraph (1) (as 

modified by subclause (I)) shall be reduced 
by the credit allowed under subsection (a) for 
the taxable year (other than the credits de-
scribed in this paragraph and paragraphs (2), 
(3), (4), and (5)). 

‘‘(B) ENERGY-EFFICIENT STEELMAKING CA-
PACITY CREDIT.—For purposes of this para-
graph, the term ‘energy-efficient 
steelmaking capacity credit’ means the por-
tion of the credit under subsection (a) which 
is attributable to the credit determined 
under section 45G(a).’’

(2) CONFORMING AMENDMENT.—Section
38(c)(2)(A)(ii)(II), as amended by section 
502(c)(2), is amended by striking ‘‘(other than 
the credits described in this paragraph and 
paragraphs (3), (4), and (5))’’ and inserting 
‘‘(other than the credits described in this 
paragraph and paragraphs (3), (4), (5), and 
(6))’’.

(d) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 701(c), is amended by adding at the end 
the following:

‘‘Sec. 45G. Energy-efficient steelmaking ca-
pacity credit.’’

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to produc-
tion after the date of the enactment of this 
Act.
SEC. 902. EXTENSION OF CREDIT FOR ELEC-

TRICITY TO PRODUCTION FROM 
STEEL COGENERATION. 

(a) EXTENSION OF CREDIT FOR COKE PRODUC-
TION AND STEEL MANUFACTURING FACILI-
TIES.—Section 45(c)(1) (defining qualified en-
ergy resources), as amended by section 
802(a)(1), is amended by striking ‘‘and’’ at 
the end of subparagraph (A), by striking the 
period at the end of subparagraph (B) and in-
serting ‘‘, and’’, and by adding at the end the 
following:

‘‘(C) steel cogeneration.’’
(b) STEEL COGENERATION.—Section 45(c) is 

amended by adding at the end the following: 
‘‘(4) STEEL COGENERATION.—The term ‘steel 

cogeneration’ means the production of steam 
or other form of thermal energy of at least 20 
percent of total production and the produc-
tion of electricity or mechanical energy (or 
both) of at least 20 percent of total produc-
tion which meet regulatory energy-effi-
ciency standards established by the Sec-
retary, to the extent that such energy is pro-
duced from—

‘‘(A) gases or heat generated during the 
production of coke, 

‘‘(B) blast furnace gases or heat generated 
during the production of iron, or 

‘‘(C) waste gases or heat generated from 
the manufacture of steel that uses at least 20 
percent recycled material.’’ 

(c) MODIFICATION OF PLACED IN SERVICE
RULES FOR STEEL COGENERATION FACILI-
TIES.—Section 45(c)(3) (defining qualified fa-
cility), as amended by section 802(b), is 
amended by adding at the end the following: 

‘‘(C) STEEL COGENERATION FACILITIES.—In
the case of a facility using steel cogenera-
tion to produce electricity, the term ‘quali-
fied facility’ means any facility meeting the 
environmental requirements of the Clean Air 
Act Amendments of 1990 which is owned by 
the taxpayer and originally placed in service 
after December 31, 1999, and before January 
1, 2005. Such a facility may be treated as 
originally placed in service when such facil-
ity was last upgraded to increase efficiency 
or generation capability.’’
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(d) CONFORMING AMENDMENTS.—
(1) The heading for section 45 is amended 

by inserting ‘‘and waste energy’’ after ‘‘renew-
able’’.

(2) The item relating to section 45 in the 
table of sections subpart D of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing ‘‘and waste energy’’ after ‘‘renewable’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to elec-
tricity produced in taxable years beginning 
after December 31, 2001, and before January 
1, 2005.

TITLE X—AGRICULTURE 
SEC. 1001. AGRICULTURAL CONSERVATION TAX 

CREDIT.
(a) IN GENERAL.—Subpart D of part IV of 

subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by section 
901(a), is amended by adding at the end the 
following:
‘‘SEC. 45H. AGRICULTURAL CONSERVATION 

CREDIT.
‘‘(a) IN GENERAL.—For purposes of section 

38, in the case of an eligible person, the agri-
cultural conservation credit determined 
under this section for the taxable year is an 
amount equal to—

‘‘(1) 25 percent of the eligible conservation 
tillage equipment expenses, and 

‘‘(2) 25 percent of the eligible irrigation 
equipment expenses, 
paid or incurred by such person in connec-
tion with the active conduct of the trade or 
business of farming for the taxable year. 

‘‘(b) ELIGIBLE PERSON.—For purposes of 
this section, the term ‘eligible person’ 
means, with respect to any taxable year, any 
person if the average annual gross receipts of 
such person for the 3 preceding taxable years 
do not exceed $1,000,000. For purposes of the 
preceding sentence, rules similar to the rules 
of section 448(c)(3) shall apply. 

‘‘(c) LIMITATION.—The amount of the credit 
allowed under subsection (a) for any taxable 
year shall not exceed $2,500 for each credit 
determined under paragraph (1) or (2) of such 
subsection.

‘‘(d) DEFINITIONS.—For purposes of this sec-
tion—

‘‘(1) ELIGIBLE CONSERVATION TILLAGE EQUIP-
MENT EXPENSES.—

‘‘(A) IN GENERAL.—The term ‘eligible con-
servation tillage equipment expenses’ means 
amounts paid or incurred by a taxpayer to 
purchase and install conservation tillage 
equipment for use in the trade or business of 
the taxpayer. 

‘‘(B) CONSERVATION TILLAGE EQUIPMENT.—
The term ‘conservation tillage equipment’ 
means a no-till planter or drill designed to 
minimize the disturbance of the soil in 
planting crops, including such planters or 
drills which may be attached to equipment 
already owned by the taxpayer. 

‘‘(2) ELIGIBLE IRRIGATION EQUIPMENT EX-
PENSES.—The term ‘eligible irrigation equip-
ment expenses’ means amounts paid or in-
curred by a taxpayer—

‘‘(A) to purchase and install on currently 
irrigated lands new or upgraded equipment 
which will improve the efficiency of existing 
irrigation systems used in the trade or busi-
ness of the taxpayer, including—

‘‘(i) spray jets or nozzles which improve 
water distribution efficiency, 

‘‘(ii) irrigation well meters, 
‘‘(iii) surge valves and surge irrigation sys-

tems, and 
‘‘(iv) conversion of equipment from gravity 

irrigation to sprinkler or drip irrigation, in-
cluding center pivot systems, and 

‘‘(B) for service required to schedule the 
use of such irrigation equipment as nec-

essary to manage water application to the 
crop requirement based on local evaporation 
and transpiration rates or soil moisture. 

‘‘(e) SPECIAL RULES.—
‘‘(1) REDUCTION IN BASIS.—For purposes of 

this subtitle, if a credit is determined under 
this section with respect to any property, 
the basis of such property shall be reduced 
by the amount of the credit so determined. 

‘‘(2) PASS-THRU IN THE CASE OF ESTATES AND
TRUSTS.—For purposes of this section, under 
regulations prescribed by the Secretary, 
rules similar to the rules of subsection (d) of 
section 52 shall apply. 

‘‘(3) ALLOCATION IN THE CASE OF PARTNER-
SHIPS.—For purposes of this section, in the 
case of partnerships, the credit shall be allo-
cated among partners under regulations pre-
scribed by the Secretary. 

‘‘(4) DENIAL OF DOUBLE BENEFIT.—No other 
deduction or credit shall be allowed to the 
taxpayer under this chapter for any amount 
taken into account in determining the credit 
under this section.’’

(b) CONFORMING AMENDMENTS.—
(1) Section 38(b), as amended by section 

901(b), is amended by striking ‘‘plus’’ at the 
end of paragraph (15), by striking the period 
at the end of paragraph (16), and inserting ‘‘, 
plus’’, and by adding at the end the fol-
lowing:

‘‘(17) the agricultural conservation credit 
determined under section 45H.’’

(2) The table of sections for subpart D of 
part IV of subchapter A of chapter 1, as 
amended by section 901(d), is amended by 
adding at the end the following:

‘‘Sec. 45H. Agricultural conservation credit.’’
(3) Section 1016(a), as amended by section 

201(b)(1), is amended by striking ‘‘and’’ at 
the end of paragraph (27), striking the period 
at the end of paragraph (28) and inserting ‘‘; 
and’’, and adding at the end the following: 

‘‘(29) in the case of property with respect 
to which a credit was allowed under section 
45H, to the extent provided in section 
45H(d)(1).’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999.

BUNNING AMENDMENT NO. 1377
(Ordered to lie on the table.) 
Mr. BUNNING submitted an amend-

ment to be proposed by him to the bill, 
S. 1429, supra; as follows:

On page 268, between lines 3 and 4, insert 
the following: 
SEC. ll CERTAIN COSTS OF PRIVATE FOUNDA-

TION IN REMOVING HAZARDOUS 
SUBSTANCES TREATED AS QUALI-
FYING DISTRIBUTION. 

(a) IN GENERAL.—In the case of any taxable 
year beginning after December 31, 1999, the 
distributable amount of a private foundation 
for such taxable year for purposes of section 
4942 of the Internal Revenue Code of 1986 
shall be reduced (but not below zero) by any 
amount paid or incurred (or set aside) by 
such private foundation for the investigatory 
costs and direct costs of removal or taking 
remedial action with respect to a hazardous 
substance released at a facility which was 
owned or operated by such private founda-
tion.

(b) LIMITATIONS.—Subsection (a) shall only 
apply to costs—

(1) incurred with respect to hazardous sub-
stances disposed of at a facility owned or op-
erated by the private foundation but only 
if—

(A) such facility was transferred to such 
foundation by bequest before December 11, 
1980, and 

(B) the active operation of such facility by 
such foundation was terminated before De-
cember 12, 1980, and 

(2) which were not incurred pursuant to a 
pending order issued to the private founda-
tion unilaterally by the President or the 
President’s assignee under section 106 of the 
Comprehensive Environmental Response, 
Compensation, and Liability Act of 1980 (42 
U.S.C. 9606), or pursuant to a nonconsensual 
judgment against the private foundation 
issued in a governmental cost recovery ac-
tion under section 107 of such Act (42 U.S.C. 
9607).

(c) HAZARDOUS SUBSTANCE.—For purposes 
of this section, the term ‘‘hazardous sub-
stance’’ has the meaning given such term by 
section 101(14) of the Comprehensive Envi-
ronmental Response, Compensation, and Li-
ability Act of 1980 (42 U.S.C. 9601(14)). 

ALLARD (AND ROBB) AMENDMENT 
NO. 1378

(Ordered to lie on the table.) 
Mr. ALLARD (for himself and Mr. 

ROBB) submitted an amendment to be 
proposed by them to the bill, S. 1429, 
supra; as follows:

At the end, add the following: 

TITLE ll—SMALL BUSINESS AND 
FINANCIAL INSTITUTIONS TAX RELIEF 

SEC. ll0. SHORT TITLE. 

This title may be cited as the ‘‘Small Busi-
ness and Financial Institutions Tax Relief 
Act of 1999’’. 

Subtitle A—Tax Relief 

SEC. ll1. EXPANSION OF S CORPORATION ELI-
GIBLE SHAREHOLDERS TO INCLUDE 
IRAS.

(a) IN GENERAL.—Section 1361(c)(2)(A) (re-
lating to certain trusts permitted as share-
holders) is amended by inserting after clause 
(v) the following: 

‘‘(vi) A trust which constitutes an indi-
vidual retirement account under section 
408(a), including one designated as a Roth 
IRA under section 408A.’’

(b) TREATMENT AS SHAREHOLDER.—Section
1361(c)(2)(B) (relating to treatment as share-
holders) is amended by adding at the end the 
following:

‘‘(vi) In the case of a trust described in 
clause (vi) of subparagraph (A), the indi-
vidual for whose benefit the trust was cre-
ated shall be treated as a shareholder.’’

(c) SALE OF STOCK IN IRA RELATING TO S
CORPORATION ELECTION EXEMPT FROM PRO-
HIBITED TRANSACTION RULES.—Section 4975(d) 
(relating to exemptions) is amended by 
striking ‘‘or’’ at the end of paragraph (14), by 
striking the period at the end of paragraph 
(15) and inserting ‘‘; or’’, and by adding at 
the end the following: 

‘‘(16) a sale of stock held by a trust which 
constitutes an individual retirement account 
under section 408(a) to the individual for 
whose benefit such account is established if 
such sale is pursuant to an election under 
section 1362(a).’’

(d) CONFORMING AMENDMENT.—Section
512(e)(1) is amended by inserting 
‘‘1361(c)(2)(A)(vi) or’’ before ‘‘1361(c)(6)’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trusts 
which constitute individual retirement ac-
counts on the date of the enactment of this 
Act in taxable years beginning after Decem-
ber 31, 2000. 
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SEC. ll2. EXCLUSION OF INVESTMENT SECURI-

TIES INCOME FROM PASSIVE IN-
COME TEST FOR BANK S CORPORA-
TIONS.

(a) IN GENERAL.—Section 1362(d)(3)(C) (de-
fining passive investment income) is amend-
ed by adding at the end the following: 

‘‘(v) EXCEPTION FOR BANKS; ETC.—In the 
case of a bank (as defined in section 581), a 
bank holding company (as defined in section 
246A(c)(3)(B)(ii)), or a qualified subchapter S 
subsidiary bank, the term ‘passive invest-
ment income’ shall not include—

‘‘(I) interest income earned by such bank, 
bank holding company, or qualified sub-
chapter S subsidiary bank, or 

‘‘(II) dividends on assets required to be 
held by such bank, bank holding company, or 
qualified subchapter S subsidiary bank to 
conduct a banking business, including stock 
in the Federal Reserve Bank, the Federal 
Home Loan Bank, or the Federal Agricul-
tural Mortgage Bank or participation certifi-
cates issued by a Federal Intermediate Cred-
it Bank.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. ll3. TREATMENT OF QUALIFYING DIREC-

TOR SHARES. 

(a) IN GENERAL.—Section 1361 is amended 
by adding at the end the following: 

‘‘(f) TREATMENT OF QUALIFYING DIRECTOR
SHARES.—

‘‘(1) IN GENERAL.—For purposes of this sub-
chapter—

‘‘(A) qualifying director shares shall not be 
treated as a second class of stock, and 

‘‘(B) no person shall be treated as a share-
holder of the corporation by reason of hold-
ing qualifying director shares. 

‘‘(2) QUALIFYING DIRECTOR SHARES DE-
FINED.—For purposes of this subsection, the 
term ‘qualifying director shares’ means any 
shares of stock in a bank (as defined in sec-
tion 581) or in a bank holding company reg-
istered as such with the Federal Reserve 
System—

‘‘(i) which are held by an individual solely 
by reason of status as a director of such bank 
or company or its controlled subsidiary; and 

‘‘(ii) which are subject to an agreement 
pursuant to which the holder is required to 
dispose of the shares of stock upon termi-
nation of the holder’s status as a director at 
the same price as the individual acquired 
such shares of stock. 

‘‘(3) DISTRIBUTIONS.—A distribution (not in 
part or full payment in exchange for stock) 
made by the corporation with respect to 
qualifying director shares shall be includible 
as ordinary income of the holder and deduct-
ible to the corporation as an expense in com-
puting taxable income under section 1363(b) 
in the year such distribution is received.’’ 

(b) CONFORMING AMENDMENTS.—
(1) Section 1361(b)(1) is amended by insert-

ing ‘‘, except as provided in subsection (f),’’ 
before ‘‘which does not’’. 

(2) Section 1366(a) is amended by adding at 
the end the following: 

‘‘(3) ALLOCATION WITH RESPECT TO QUALI-
FYING DIRECTOR SHARES.—The holders of 
qualifying director shares (as defined in sec-
tion 1361(f)) shall not, with respect to such 
shares of stock, be allocated any of the items 
described in paragraph (1).’’ 

(3) Section 1373(a) is amended by striking 
‘‘and’’ at the end of paragraph (1), by strik-
ing the period at the end of paragraph (2) and 
inserting ‘‘, and’’, and adding at the end the 
following:

‘‘(3) no amount of an expense deductible 
under this subchapter by reason of section 

1361(f)(3) shall be apportioned or allocated to 
such income.’’ 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. ll4. ISSUANCE OF PREFERRED STOCK 

PERMITTED.
(a) IN GENERAL.—Section 1361, as amended 

by section ll6(a), is amended by adding at 
the end the following: 

‘‘(g) TREATMENT OF QUALIFIED PREFERRED
STOCK.—

‘‘(1) IN GENERAL.—For purposes of this sub-
chapter—

‘‘(A) qualified preferred stock shall not be 
treated as a second class of stock, and 

‘‘(B) no person shall be treated as a share-
holder of the corporation by reason of hold-
ing qualified preferred stock. 

‘‘(2) QUALIFIED PREFERRED STOCK DE-
FINED.—For purposes of this subsection, the 
term ‘qualified preferred stock’ means stock 
which meets the requirements of subpara-
graphs (A), (B), and (C) of section 1504(a)(4). 
Stock shall not fail to be treated as qualified 
preferred stock solely because it is convert-
ible into other stock. 

‘‘(3) DISTRIBUTIONS.—A distribution (not in 
part or full payment in exchange for stock) 
made by the corporation with respect to 
qualified preferred stock shall be includible 
as ordinary income of the holder and deduct-
ible to the corporation as an expense in com-
puting taxable income under section 1363(b) 
in the year such distribution is received.’’ 

(b) CONFORMING AMENDMENTS.—
(1) Section 1361(b)(1), as amended by sec-

tion ll6(b)(1), is amended by striking ‘‘sub-
section (f)’’ and inserting ‘‘subsections (f) 
and (g)’’. 

(2) Section 1366(a), as amended by section 
ll6(b)(2), is amended by adding at the end 
the following: 

‘‘(4) ALLOCATION WITH RESPECT TO QUALI-
FIED PREFERRED STOCK.—The holders of 
qualified preferred stock (as defined in sec-
tion 1361(g)) shall not, with respect to such 
stock, be allocated any of the items de-
scribed in paragraph (1).’’ 

(3) Section 1373(a)(3), as added by section 
ll6(b)(3), is amended by inserting ‘‘or 
1361(g)(3)’’ after ‘‘section 1361(f)(3)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999. 

Subtitle B—Revenue Offsets 
SEC. ll11. PREVENTION OF MISMATCHING OF 

DEDUCTIONS AND INCOME IN 
TRANSACTIONS WITH RELATED FOR-
EIGN PERSONS. 

(a) IN GENERAL.—Paragraph (3) of section 
267(a) (relating to losses, expenses, and inter-
est with respect to transactions between re-
lated taxpayers) is amended to read as fol-
lows:

‘‘(3) PAYMENTS TO FOREIGN PERSONS.—
‘‘(A) IN GENERAL.—If—
‘‘(i) a payment is to be made by a taxpayer 

using an accrual method of accounting to a 
foreign person, 

‘‘(ii) such payment is not, as of the date ac-
crued by the taxpayer, currently subject to 
tax under this chapter, and 

‘‘(iii) at the close of the taxable year of the 
taxpayer for which (but for this paragraph) 
the amount would be deductible under this 
chapter, both the taxpayer and the person to 
whom the payment is to be made are persons 
specified in any of the paragraphs of sub-
section (b),

then any deduction allowable under this 
chapter in respect of such amount shall be 
allowable as of the day as of which such 
amount is paid (or, if earlier, the day on 

which includible in the gross income of any 
United States person). 

‘‘(B) CURRENTLY SUBJECT TO TAX.—For pur-
poses of subparagraph (A)(ii), a payment is 
currently subject to tax under this chapter 
as of the date accrued by the taxpayer if 
such payment—

‘‘(i) is includible in the gross income of the 
foreign person as of such date, and 

‘‘(ii)(I) is effectively connected with the 
conduct by the foreign person of a trade or 
business within the United States, or 

‘‘(II) is includible in the gross income of 
any citizen or resident of the United States 
or any domestic corporation for the taxable 
year of such citizen, resident, or corporation 
in which the taxable year of the foreign per-
son ends. 
The preceding sentence shall not apply if the 
payment is exempt from taxation (or is sub-
ject to a reduced rate of tax) pursuant to a 
treaty obligation of the United States. 

‘‘(C) EXCEPTION FOR PAYMENTS IN ORDINARY
COURSE OF BUSINESS.—Subparagraph (A) shall 
not apply to any payment made in the ordi-
nary course of the trade or business in which 
the payor is predominantly engaged if such 
payment is made within a reasonable period 
after the day on which such payment would 
be allowable as a deduction but for this para-
graph.

‘‘(D) OTHER EXCEPTIONS.—The Secretary 
may by regulation provide exceptions (con-
sistent with the purposes of this paragraph) 
to the application of subparagraph (A).’’

(b) CONFORMING AMENDMENTS.—
(1) Subsection (e) of section 163 is amended 

by striking paragraph (3) and by redesig-
nating paragraphs (4), (5), and (6) as para-
graphs (3), (4), and (5), respectively. 

(2) Paragraph (5) of section 163(e) (as redes-
ignated by paragraph (1)) is amended by add-
ing at the end the following:

‘‘For treatment of original issue discount 
on obligations held by related foreign per-
sons, see section 267(a)(3).’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
accrued after the date of enactment of this 
Act.

MCCONNELL AMENDMENT NO. 1379 
(Ordered to lie on the table.) 
Mr. MCCONNELL. submitted an 

amendment intended to be proposed by 
him to the bill. S. 1429, supra; as fol-
lows:

On page 268, between lines 3 and 4, insert 
the following: 
SEC. . HOLDING PERIOD REDUCED TO 12 

MONTHS FOR PURPOSES OF DETER-
MINING WHETHER HORSES ARE SEC-
TION 1231 ASSETS. 

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 1231(b)(3) (relating to definition of prop-
erty used in the trade or business) is amend-
ed by striking ‘‘and horses’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 

On page 286, line 6, strike ‘‘1999’’ and in-
serting ‘‘2000’’. 

ABRAHAM AMENDMENT NO. 1380 
(Ordered to lie on the table.) 
Mr. ABRAHAM submitted an amend-

ment intended to be proposed by him 
to the bill. S. 1429, supra; as follows: 

At the appropriate place in title XI, insert 
the following: 
SECTON 11 . THE CADDIE RELIEF ACT. 

(a) SHORT TITLE.—This section may be 
cited as the ‘‘Caddie Relief Act of 1999’’. 
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(b) TREATMENT OF GOLF CADDIES.
(1) IN GENERAL.—Subsection (a) of section 

3508 of the Internal Revenue Code of 1986 (re-
lating to treatment of real estate agents and 
direct sellers) is amended by striking ‘‘quali-
fied real estate agent or as a direct seller’’ 
and insert ‘‘qualified real estate agent, di-
rect seller, or golf caddie’’. 

(2) DEFINITION.—Subsection (b) of section 
3508 of such Code is amended by redesig-
nating paragraph (3) as paragraph (4) and by 
inserting after paragraph (2) the following 
new paragraph: 

‘‘(3) GOLF CADDIE.—The term ‘‘golf caddie’’ 
means an individual who performs the serv-
ice of carrying golf clubs for, or otherwise 
assisting, a non-professional golfer and, with 
respect to whom, substantially all the remu-
neration (whether or not paid in cash) for 
the performance of such service is— 

‘‘(A) directly related to performing such 
services rather than to the number of hours 
worked, and 

‘‘(B) paid to such individual directly by the 
golfer or by a third party as an agent of the 
golfer where the third party incurs no obli-
gation itself to pay such remuneration.’’. 

(3) CLERICAL AMENDMENTS.—
(A) The heading of section 3508 of such 

Code is amended to read as follows: 
‘‘SEC. 3508. TREATMENT OF REAL ESTATE 

AGENTS, DIRECT SELLERS, AND 
GOLF CADDIES.’’. 

(B) The item relating to section 3508 in the 
table of sections for chapter 25 of such Code 
is amended to read as follows:
‘‘Sec. 3508. Treatment of real estate agents, 

direct sellers, and golf cad-
dies.’’.

(4) EFFECTIVE DATE.—The amendments 
made by this section shall apply to remu-
neration paid for services performed in tax-
able years ending after the date of the enact-
ment of this Act. 

HELMS AMENDMENTS NOS. 1381–
1382

(Ordered to lie on the table.) 
Mr. HELMS submitted an amend-

ment intended to be proposed by him 
to the bill. S. 1429, supra; as follows:

AMENDMENT NO. 1381
On page 371, between lines 16 and 17, insert 

the following: 
SEC. ll. TAX TREATMENT OF STATE ACQUISI-

TION OF RAILROAD REAL ESTATE 
INVESTMENT TRUST. 

(a) IN GENERAL.—If a State acquires all of 
the outstanding stock of a real estate invest-
ment trust which is a non-operating class III 
railroad and substantially all of the activi-
ties of which consist of the ownership, leas-
ing, and operation by such trust of facilities, 
equipment, and other property used by the 
trust or other persons in railroad transpor-
tation, then, for purposes of section 115 of 
the Internal Revenue Code of 1986—

(1) such activities shall be treated as the 
exercise of an essential governmental func-
tion, and 

(2) income derived from such activities 
shall be treated as accruing to the State. 

(b) GAIN OR LOSS NOT RECOGNIZED ON CON-
VERSION.—Notwithstanding section 337(d) of 
the Internal Revenue Code of 1986, no gain or 
loss shall be recognized under section 336 or 
337 of such Code because of the change of sta-
tus of the real estate investment trust to a 
tax-exempt entity by reason of the applica-
tion of subsection (a). 

(c) TAX-EXEMPT FINANCING.—Any obliga-
tion issued by the entity described in sub-

section (a) shall be treated as an obligation 
of the State for purposes of applying section 
103 and part IV of subchapter B of chapter 1 
of the Internal Revenue Code of 1986. 

(d) DEFINITIONS.—For purposes of this sec-
tion—

(1) REAL ESTATE INVESTMENT TRUST.—The
term ‘‘real estate investment trust’’ has the 
meaning given such term by section 856(a) of 
the Internal Revenue Code of 1986. 

(2) NON-OPERATING CLASS III RAILROAD.—
The term ‘‘non-operating class III railroad’’ 
has the meaning given such term by part A 
of subtitle IV of title 49, United States Code 
(49 U.S.C. 10101 et seq.) and the regulations 
thereunder.

(3) STATE.—The term ‘‘State’’ includes—
(A) the District of Columbia and any pos-

session of the United States, and 
(B) any authority, agency, or public cor-

poration of a State. 
(e) APPLICABILITY.—This section shall 

apply on and after the date of any acquisi-
tion described in subsection (a). 

AMENDMENT NO. 1382
At the end of title XI, insert: 

SEC. ll. CREDIT FOR DRY CLEANING EQUIP-
MENT USING REDUCED AMOUNTS 
OF HAZARDOUS SUBSTANCES; REV-
ENUE OFFSET. 

(a) CREDIT.—
(1) IN GENERAL.—Section 46 (relating to 

amount of investment credit) is amended by 
striking ‘‘and’’ at the end of paragraph (2), 
by striking the period at the end of para-
graph (3) and inserting ‘‘, and’’, and by add-
ing at the end thereof the following para-
graph:

‘‘(4) the dry cleaning equipment credit.’’
(2) DRY CLEANING EQUIPMENT CREDIT.—Sec-

tion 48 is amended by adding at the end the 
following new subsection: 

‘‘(c) DRY CLEANING EQUIPMENT USING RE-
DUCED AMOUNTS OF HAZARDOUS SUB-
STANCES.—

‘‘(1) IN GENERAL.—For purposes of section 
46, the dry cleaning equipment credit for any 
taxable year is 20 percent of the basis of each 
qualified dry cleaning property placed in 
service during the taxable year. 

‘‘(2) LIMITATION.—The credit under this 
subsection for the taxable year shall apply to 
only one qualified dry cleaning property 
placed in service during such year at each 
business premise of the taxpayer. 

‘‘(3) QUALIFIED DRY CLEANING PROPERTY.—
For purposes of this subsection, the term 
‘qualified dry cleaning property’ means 
equipment designed primarily to dry clean 
clothing and other fabric if—

‘‘(A) such equipment does not use any haz-
ardous solvent as the primary process sol-
vent,

‘‘(B) the original use of such property com-
mences with the taxpayer, and 

‘‘(C) with respect to which depreciation (or 
amortization in lieu of depreciation) is al-
lowable.

‘‘(4) HAZARDOUS SOLVENT.—For purposes of 
paragraph (3)—

‘‘(A) IN GENERAL.—The term ‘hazardous 
solvent’ means any solvent any portion of 
which consists of a chlorinated solvent, a pe-
troleum-based solvent, or any other haz-
ardous or regulated substance. 

‘‘(B) EXCEPTION.—Such term shall not in-
clude any solvent—

‘‘(i) not more than 10 percent of which con-
sists of petroleum or petroleum derivatives, 
and

‘‘(ii) which does not contain any substance 
determined by the Administrator of the En-
vironmental Protection Agency, the Director 

of the National Institute for Occupational 
Safety and Health, the Director of the Inter-
national Agency for Research on Cancer, the 
Director of the National Institute of Envi-
ronmental Health Sciences’ National Toxi-
cology Program, or the director of any other 
appropriate Federal agency to possess—

‘‘(I) carcinogenic potential in humans, or 
‘‘(II) bioaccumulative properties.’’
(3) CLERICAL AMENDMENTS.—
(A) The section heading for section 48 is 

amended to read as follows: 
‘‘SEC. 48. ENERGY CREDIT; REFORESTATION 

CREDIT; DRY CLEANING EQUIPMENT 
CREDIT.’’

(B) The item relating to section 48 in the 
table of sections for subpart E of part IV of 
subchapter A of chapter 1 is amended to read 
as follows:

‘‘Sec. 48. Energy credit; reforestation credit; 
dry cleaning equipment credit.’’

(4) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service on or after January 1, 1999. 

(b) CLARIFICATION OF COORDINATION OF EX-
PENSE ALLOCATION REGULATIONS AND TREA-
TIES OF THE UNITED STATES.—

(1) IN GENERAL.—In the case of any non-
resident alien individual or foreign corpora-
tion having a permanent establishment in 
the United States, the allocation of items 
with respect to the permanent establishment 
in accordance with Treasury Regulation 
§ 1.861–8 or § 1.882–5 shall not be treated as in-
consistent with any treaty of the United 
States.

(2) EFFECTIVE DATE.—
(A) IN GENERAL.—This subsection shall 

apply to taxable years beginning before, on, 
or after the date of the enactment of this 
Act.

(B) EXCEPTION.—This subsection shall not 
apply to any taxpayer for any taxable year 
beginning on or before such date of enact-
ment if—

(i) there has been a decision by a Federal 
court on or before such date reaching a re-
sult inconsistent with the provisions of this 
subsection, and 

(ii) such decision is not overturned on ap-
peal.

KENNEDY AMENDMENT NO. 1383
(Ordered to lie on the table.) 
Mr. KENNEDY submitted an amend-

ment intended to be proposed by him 
to the bill, S. 1429, supra; as follows:

On page 371, between lines 16 and 17, insert 
the following: 
SEC. ll. FAIR MINIMUM WAGE. 

(a) SHORT TITLE.—This section may be 
cited as the ‘‘Fair Minimum Wage Act of 
1999’’.

(b) MINIMUM WAGE INCREASE.—
(1) WAGE.—Paragraph (1) of section 6(a) of 

the Fair Labor Standards Act of 1938 (29 
U.S.C. 206(a)(1)) is amended to read as fol-
lows:

‘‘(1) except as otherwise provided in this 
section, not less than—

‘‘(A) $5.65 an hour during the year begin-
ning on September 1, 1999; and 

‘‘(B) $6.15 an hour beginning on September 
1, 2000;’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) takes effect on Sep-
tember 1, 1999. 

(c) APPLICABILITY OF MINIMUM WAGE TO THE
COMMONWEALTH OF THE NORTHERN MARIANA
ISLANDS.—The provisions of section 6 of the 
Fair Labor Standards Act of 1938 (29 U.S.C. 
206) shall apply to the Commonwealth of the 
Northern Mariana Islands.
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MOYNIHAN (AND OTHERS) 

AMENDMENT NO. 1384

Mr. MOYNIHAN (for himself, Mr. 
BAUCUS, Mr. ROCKEFELLER, Mr. 
BREAUX, Mr. CONRAD, Mr. GRAHAM, Mr. 
BRYAN, Mr. KERREY, and Mr. ROBB) pro-
posed an amendment to the bill, S. 
1429, supra; as follows:

Strike all after the first word and insert: 
1. SHORT TITLE; ETC. 

(a) SHORT TITLE.—This Act may be cited as 
the ‘‘Tax and Public Debt Reduction Act of 
1999’’.

(b) AMENDMENT OF 1986 CODE.—Except as 
otherwise expressly provided, whenever in 
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a 
section or other provision of the Internal 
Revenue Code of 1986. 

(c) SECTION 15 NOT TO APPLY.—No amend-
ment made by this Act shall be treated as a 
change in a rate of tax for purposes of sec-
tion 15 of the Internal Revenue Code of 1986. 

(d) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:
Sec. 1. Short title; etc. 

TITLE I—TAX RELIEF FOR WORKING 
FAMILIES

Sec. 101. Increase in standard deduction. 
Sec. 102. Deduction for two-earner married 

couples.
TITLE II—HEALTH CARE 

AFFORDABILITY AND ACCESSIBILITY 
Sec. 201. Deduction for 100 percent of health 

insurance costs of self-em-
ployed individuals. 

Sec. 202. Refundable credit for health insur-
ance costs of employees. 

Sec. 203. Deduction for premiums for long-
term care insurance. 

Sec. 204. Long-term care tax credit. 
Sec. 205. Credit for clinical testing research 

expenses attributable to certain 
qualified academic institutions 
including teaching hospitals. 

Sec. 206. Treatment of certain hospital sup-
port organizations as qualified 
organizations for purposes of 
determining acquisition indebt-
edness.

Sec. 207. Technical amendments related to 
Vaccine Injury Compensation 
Trust Fund. 

TITLE III—ESTATE TAX PROVISIONS 
Sec. 301. Increase in unified estate and gift 

tax credit. 
Sec. 302. Increase in estate tax deduction for 

family-owned business interest. 
TITLE IV—ALTERNATIVE MINIMUM TAX 

REFORMS
Sec. 401. Allowance of nonrefundable per-

sonal credits fully against reg-
ular tax liability. 

Sec. 402. Repeal of foreign tax credit limita-
tion under alternative min-
imum tax. 

Sec. 403. Income averaging for farmers not 
to increase alternative min-
imum tax liability. 

Sec. 404. Long-term unused credits allowed 
against minimum tax. 

TITLE V—EXTENSION OF EXPIRING 
INCENTIVES

Sec. 501. Work opportunity credit and wel-
fare-to-work credit. 

Sec. 502. Electricity produced from certain 
nonrenewable resources credit. 

Sec. 503. Subpart F exemption for active fi-
nancing income. 

Sec. 504. Extension of expensing of environ-
mental remediation costs. 

Sec. 505. Virgin Islands and Puerto Rico rum 
cover over. 

Sec. 506. Modifications of Puerto Rican eco-
nomic activity credit. 

TITLE VI—QUALITY EDUCATION 
INITIATIVES

Sec. 601. Expansion of incentives for public 
schools.

Sec. 602. Modifications to qualified tuition 
programs.

Sec. 603. Elimination of 60-month limit on 
student loan interest deduc-
tion.

Sec. 604. Additional increase in arbitrage re-
bate exception for govern-
mental bonds used to finance 
educational facilities. 

Sec. 605. Treatment of qualified public edu-
cational facility bonds as ex-
empt facility bonds. 

Sec. 606. Permanent extension of exclusion 
for employer-provided edu-
cational assistance. 

Sec. 607. Expansion of deduction for com-
puter donations to schools. 

Sec. 608. Credit for information technology 
training program expenses. 

Sec. 609. Charitable contributions to certain 
low income schools may be 
made in next taxable year. 

Sec. 610. Exclusion of National Service Edu-
cational Awards. 

TITLE VII—ENVIRONMENTAL 
CONSERVATION AND PROTECTION 

Subtitle A—Better America Bonds 
Sec. 701. Credit for holders of Better Amer-

ica bonds. 
Sec. 702. Better America Bonds Board. 

Subtitle B—Conservation Incentives 
Sec. 711. Tax exclusion for cost-sharing pay-

ments under Partners for Wild-
life Program. 

Sec. 712. Enhanced deduction for the dona-
tion of a conservation ease-
ment.

Sec. 713. National wildlife refuge conserva-
tion easements. 

Sec. 714. Exclusion of 50 percent of gain on 
sales of land or interests in land 
or water to eligible entities for 
conservation purposes. 

Subtitle C—Alternative Fuels Incentives 
Sec. 721. Extension and expansion of credit 

for purchase of electric vehi-
cles.

Sec. 722. Additional deduction for cost of in-
stallation of alternative fueling 
stations.

Sec. 723. Credit for retail sale of clean burn-
ing fuels as motor vehicle fuel. 

Subtitle C—Other Provisions 
Sec. 731. Expansion of section 29 tax credit. 
Sec. 732. Uniform dollar limitation for all 

types of transportation fringe 
benefits.

TITLE VIII—SAVINGS AND PENSION 
PROVISIONS

Subtitle A—Expanding Coverage for Small 
Business

Sec. 801. Plan loans for subchapter S owners, 
partners, and sole proprietors. 

Sec. 802. Contributions to IRAs through pay-
roll deductions. 

Sec. 803. Modification of top-heavy rules. 
Sec. 804. Credit for small employer pension 

plan contributions and start-up 
costs.

Sec. 805. Increasing limits for deferrals to 
simple plans. 

Sec. 806. Elective deferrals not taken into 
account for purposes of limits. 

Subtitle B—Increasing Pension Access and 
Fairness for Women 

Sec. 811. Equitable treatment for contribu-
tions of employees to defined 
contribution plans. 

Sec. 812. Faster vesting of certain employer 
matching contributions. 

Sec. 813. Deferred annuities for surviving 
spouses of Federal employees. 

Sec. 814. Clarification of tax treatment of 
division of section 457 plan ben-
efits upon divorce. 

Sec. 815. Spouses’ right to know proposal. 
Subtitle C—Increasing Portability of 

Pension Plans 
Sec. 821. Rollovers allowed among various 

types of plans. 
Sec. 822. Rollovers of IRAs into workplace 

retirement plans. 
Sec. 823. Rollovers of after-tax contribu-

tions.
Sec. 824. Hardship exception to 60-day rule. 
Sec. 825. Treatment of forms of distribution. 
Sec. 826. Rationalization of restrictions on 

distributions.
Sec. 827. Purchase of service credit in gov-

ernmental defined benefit 
plans.

Sec. 828. Employers may disregard rollovers 
for purposes of cash-out 
amounts.

Subtitle D—Strengthening Pension Security 
and Enforcement 

Sec. 831. Treatment of multiemployer plans 
under section 415. 

Sec. 832. Extension of missing participants 
program to multiemployer 
plans.

Sec. 833. Civil penalties for breach of fidu-
ciary responsibility. 

Sec. 834. Failure to provide notice by de-
fined benefit plans significantly 
reducing future benefit accru-
als.

Subtitle E—Encouraging Retirement 
Education

Sec. 841. Periodic pension benefits State-
ments.

Sec. 842. Clarification of treatment of em-
ployer-provided retirement ad-
vice.

Subtitle F—Reducing Red Tape 
Sec. 851. ESOP dividends may be reinvested 

without loss of dividend deduc-
tion.

Sec. 852. Reduced PBGC premium for new 
plans of small employers. 

Sec. 853. Reduction of additional PBGC pre-
mium for new plans. 

Sec. 854. Elimination of user fee for requests 
to IRS regarding new pension 
plans.

Sec. 855. Distributional analysis of pension 
tax benefits. 

Subtitle G—Other Provisions 
Sec. 303. Tax credit for matching contribu-

tions to Individual Develop-
ment Accounts. 

Sec. 862. Federal employee retirement con-
tributions.

Sec. 863. Exclusion from income of sever-
ance payment amounts 

Subtitle H—Plan Amendments 
Sec. 871. Provisions relating to plan amend-

ments.
TITLE IX—FARM RELIEF AND ECONOMIC 

DEVELOPMENT
Sec. 901. Farm and ranch risk management 

accounts.
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Sec. 902. Lease agreement relating to exclu-

sion of certain farm rental in-
come from net earnings from 
self-employment.

Sec. 903. Exclusion of gain from sale of cer-
tain farmland. 

Sec. 904. Exemption of small issue agri-
culture bonds from State vol-
ume cap. 

Sec. 905. Capital gain realized from transfer 
of farm property in complete or 
partial satisfaction of qualified 
farm indebtedness excluded 
from gross income. 

Sec. 906. Exclusion of discharge of qualified 
farm indebtedness from gross 
income increased for certain 
solvent farmers. 

Sec. 907. Net operating loss of farmers. 
Sec. 908. Certain cash rentals of farmland 

not to cause recapture of spe-
cial estate tax valuation. 

Sec. 909. Declaratory judgment remedy re-
lating to status and classifica-
tion of farmers’ cooperatives. 

TITLE X—TECHNOLOGY AND ECONOMIC 
DEVELOPMENT

Sec. 1001. Permanent extension and modi-
fication of research credit. 

Sec. 1002. New markets tax credit. 
Sec. 1003. Increase in State ceiling on low-

income housing credit. 
Sec. 1004. Increase in volume cap on private 

activity bonds. 
Sec. 1005. Spaceports treated like airports 

under exempt facility bond 
rules.

Sec. 1006. Increase in expense treatment for 
small businesses. 

TITLE XI—MISCELLANEOUS INCENTIVES 
Subtitle A—Miscellaneous Provisions 

Sec. 1101. Oil and gas incentives. 
Sec. 1102. Treatment of certain revenues of 

electric cooperatives. 
Sec. 1103. Tax-exempt bond financing of cer-

tain electric facilities. 
Sec. 1104. Modifications to special rules for 

nuclear decommissioning costs. 
Sec. 1105. Modification of dependent care 

credit.
Sec. 1106. Allowance of credit for employer 

expenses for child care assist-
ance.

Sec. 1107. Recovery period for depreciation 
of certain leasehold improve-
ments.

Sec. 1108. Exemption from income tax for 
State-created organizations 
providing property and cas-
ualty insurance for property for 
which such coverage is other-
wise unavailable. 

Sec. 1109. Disclosure of tax information to 
facilitate combined employ-
ment tax reporting. 

Sec. 1110. Increase in limit on certain chari-
table contributions as percent-
age of AGI. 

Sec. 1111. Low-income second mortgage tax 
credit.

Sec. 1112. Coordination of child tax credit 
and earned income credit with 
certain means-tested programs. 

Sec. 1113. No Federal income tax on 
amounts received by Holocaust 
victims or their heirs. 

Sec. 1114. Tax treatment of special pay for 
members of the Armed Forces. 

Subtitle B—Provisions Relating to Real 
Estate Investment Trusts 

PART I—TREATMENT OF INCOME AND SERVICES
PROVIDED BY TAXABLE REIT SUBSIDIARIES

Sec. 1121. Modifications to asset diversifica-
tion test. 

Sec. 1122. Treatment of income and services 
provided by taxable REIT sub-
sidiaries.

Sec. 1123. Taxable REIT subsidiary. 
Sec. 1124. Limitation on earnings stripping. 
Sec. 1125. 100 percent tax on improperly allo-

cated amounts. 
Sec. 1126. Effective date. 

PART II—HEALTH CARE REITS

Sec. 1131. Health care REITs. 
PART III—CONFORMITY WITH REGULATED

INVESTMENT COMPANY RULES

Sec. 1141. Conformity with regulated invest-
ment company rules. 

PART IV—CLARIFICATION OF EXCEPTION FROM
IMPERMISSIBLE TENANT SERVICE INCOME

Sec. 1151. Clarification of exception for inde-
pendent operators. 

PART V—MODIFICATION OF EARNINGS AND
PROFITS RULES

Sec. 1161. Modification of earnings and prof-
its rules. 

TITLE XII—REVENUE OFFSETS 
Subtitle A—General Provisions 

Sec. 1201. Modification to foreign tax credit 
carryback and carryover peri-
ods.

Sec. 1202. Limitation on use of non-accrual 
experience method of account-
ing.

Sec. 1203. Returns relating to cancellations 
of indebtedness by organiza-
tions lending money.

Sec. 1204. Extension of Internal Revenue 
Service user fees.

Sec. 1205. Charitable split-dollar life insur-
ance, annuity, and endowment 
contracts.

Sec. 1206. Transfer of excess defined benefit 
plan assets for retiree health 
benefits.

Sec. 1207. Limitations on welfare benefit 
funds of 10 or more employer 
plans.

Sec. 1208. Modification of installment meth-
od and repeal of installment 
method for accrual method tax-
payers.

Sec. 1209. Inclusion of certain vaccines 
against streptococcus 
pneumoniae to list of taxable 
vaccines.

Sec. 1210. Restoration of phase-out of unified 
credit.

Sec. 1211. Repeal of lower-of-cost-or-market 
method of accounting for inven-
tories.

Sec. 1212. Consistent amortization periods 
for intangibles.

Sec. 1213. Extension of hazardous substance 
Superfund taxes.

Sec. 1214. Controlled entities ineligible for 
REIT status.

Sec. 1215. Increase in elective withholding 
rate for nonperiodic distribu-
tions from deferred compensa-
tion plans.

Sec. 1216. Treatment of gain from construc-
tive ownership transactions.

Sec. 1217. Restriction on use of real estate 
investment trusts to avoid esti-
mated tax payment require-
ments.

Sec. 1218. Prohibited allocations of S cor-
poration stock held by an 
ESOP.

Sec. 1219. Modification of anti-abuse rules 
related to assumption of liabil-
ity.

Sec. 1220. Allocation of basis on transfers of 
intangibles in certain non-
recognition transactions.

Sec. 1221. Distributions to a corporate part-
ner of stock in another corpora-
tion.

TITLE I—TAX RELIEF FOR WORKING 
FAMILIES

SEC. 101. INCREASE IN STANDARD DEDUCTION. 
Subsection (c) of section 63 (relating to 

standard deduction) is amended by adding at 
the end the following new paragraph: 

‘‘(7) INCREASE IN AMOUNT.—
‘‘(A) IN GENERAL.—In the case of taxable 

years beginning in any calendar year begin-
ning after 2000, the dollar amounts deter-
mined under paragraph (2) (after any in-
crease under paragraph (4)) shall be in-
creased by the applicable dollar amount for 
such calendar year. 

‘‘(B) APPLICABLE DOLLAR AMOUNT.—
‘‘(i) AMOUNT.—The applicable dollar 

amount for any calendar year shall be deter-
mined as follows: 

‘‘(I) JOINT RETURNS AND SURVIVING
SPOUSES.—In the case of the $5,000 amount 
under paragraph (2)(A)—

Applicable
‘‘Calendar year: dollar amount: 

2001 or 2002 ...................................... $1,000
2003 or 2004 ...................................... $2,000
2005 or 2006 ...................................... $3,000
2007 and thereafter .......................... $4,350. 
‘‘(II) HEAD OF HOUSEHOLD.—In the case of 

the $4,400 amount under paragraph (2)(B)—
Applicable

‘‘Calendar year: dollar amount: 
2001 or 2002 ...................................... $500
2003 or 2004 ...................................... $1,000
2005 or 2006 ...................................... $1,500
2007 and thereafter .......................... $2,150. 
‘‘(III) INDIVIDUAL.—In the case of the $3,000 

amount under paragraph (2)(C)—
Applicable

‘‘Calendar year: dollar amount: 
2001 or 2002 ...................................... $300
2003 or 2004 ...................................... $600
2005 or 2006 ...................................... $900
2007 and thereafter .......................... $1,300. 
‘‘(IV) MARRIED FILING SEPARATELY.—In the 

case of the $2,500 amount under paragraph 
(2)(D)—

Applicable
‘‘Calendar year: dollar amount: 

2001 or 2002 ...................................... $500
2003 or 2004 ...................................... $1,000
2005 or 2006 ...................................... $1,500
2007 and thereafter .......................... $2,175. 
‘‘(ii) COST-OF-LIVING ADJUSTMENT.—In the 

case of any taxable year beginning in a cal-
endar year after 2007, the applicable dollar 
amount under clause (i) shall be increased by 
an amount equal to such dollar amount mul-
tiplied by the cost-of-living adjustment de-
termined under section 1(f)(3) for the cal-
endar year in which the taxable year begins, 
except that subparagraph (B) thereof shall be 
applied by substituting ‘calendar year 2006’ 
for ‘calendar year 1992’. If any amount as ad-
justed under this subparagraph is not a mul-
tiple of $50, such amount shall be rounded to 
the next lowest multiple of $50.’’
SEC. 102. DEDUCTION FOR TWO-EARNER MAR-

RIED COUPLES. 
(a) IN GENERAL.—Part VII of subchapter B 

of chapter 1 (relating to additional itemized 
deductions for individuals) is amended by re-
designating section 222 as section 223 and by 
inserting after section 221 the following: 
‘‘SEC. 222. DEDUCTION FOR MARRIED COUPLES 

TO ELIMINATE THE MARRIAGE PEN-
ALTY.

‘‘(a) IN GENERAL.—In the case of a joint re-
turn under section 6013 for the taxable year, 
there shall be allowed as a deduction an 
amount equal to the lesser of—
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‘‘(1) the applicable dollar amount, or 
‘‘(2) the applicable percentage of the quali-

fied earned income of the spouse with the 
lower qualified earned income for the tax-
able year. 

‘‘(b) APPLICABLE PERCENTAGE.—For pur-
poses of this section—

‘‘(1) IN GENERAL.—The term ‘applicable per-
centage’ means 20 percent, reduced (but not 
below zero) by 1 percentage point for each 
$1,000 (or fraction thereof) by which the tax-
payer’s modified adjusted gross income for 
the taxable year exceeds $75,000. 

‘‘(2) MODIFIED ADJUSTED GROSS INCOME.—
For purposes of this subsection, the term 
‘modified adjusted gross income’ means ad-
justed gross income determined—

‘‘(A) after application of sections 86, 219, 
and 469, and 

‘‘(B) without regard to sections 135, 137, 
221, and 911 or the deduction allowable under 
this section. 

‘‘(c) APPLICABLE DOLLAR AMOUNT.—For
purposes of this section—

‘‘(1) IN GENERAL.—The applicable dollar 
amount shall be determined in accordance 
with the following table:
‘‘Taxable year begin-

ning in calendar Applicable 
year: dollar amount: 
2001 or 2002 ...................................... $1,000
2003 or 2004 ...................................... $2,000
2005 or 2006 ...................................... $3,000
2007 and thereafter .......................... $4,350.
‘‘(2) COST-OF-LIVING ADJUSTMENT.—In the 

case of any taxable year beginning in a cal-
endar year after 2007, the applicable dollar 
amount under paragraph (1) shall be in-
creased by an amount equal to such dollar 
amount multiplied by the cost-of-living ad-
justment determined under section 1(f)(3) for 
the calendar year in which the taxable year 
begins, except that subparagraph (B) thereof 
shall be applied by substituting ‘calendar 
year 2006’ for ‘calendar year 1992’. If any 
amount as adjusted under this paragraph is 
not a multiple of $50, such amount shall be 
rounded to the next lowest multiple of $50. 

‘‘(d) QUALIFIED EARNED INCOME DEFINED.—
‘‘(1) IN GENERAL.—For purposes of this sec-

tion, the term ‘qualified earned income’ 
means an amount equal to the excess of—

‘‘(A) the earned income of the spouse for 
the taxable year, over 

‘‘(B) an amount equal to the sum of the de-
ductions described in paragraphs (1), (2), (7), 
and (15) of section 62(a) to the extent such 
deductions are properly allocable to or 
chargeable against earned income described 
in subparagraph (A).

The amount of qualified earned income shall 
be determined without regard to any com-
munity property laws. 

‘‘(2) EARNED INCOME.—For purposes of para-
graph (1), the term ‘earned income’ means 
income which is earned income within the 
meaning of section 911(d)(2) or 401(c)(2)(C), 
except that—

‘‘(A) such term shall not include any 
amount—

‘‘(i) not includible in gross income, 
‘‘(ii) received as a pension or annuity, 
‘‘(iii) paid or distributed out of an indi-

vidual retirement plan (within the meaning 
of section 7701(a)(37)), 

‘‘(iv) received as deferred compensation, or 
‘‘(v) received for services performed by an 

individual in the employ of his spouse (with-
in the meaning of section 3121(b)(3)(A)), and 

‘‘(B) section 911(d)(2)(B) shall be applied 
without regard to the phrase ‘not in excess 
of 30 percent of his share of net profits of 
such trade or business’.’’

(b) DEDUCTION TO BE ABOVE-THE-LINE.—
Section 62(a) (defining adjusted gross in-

come) is amended by adding after paragraph 
(17) the following: 

‘‘(18) DEDUCTION FOR TWO-EARNER MARRIED
COUPLES.—The deduction allowed by section 
222.’’

(c) EARNED INCOME CREDIT PHASEOUT TO
REFLECT DEDUCTION.—Section 32(c)(2) (defin-
ing earned income) is amended by adding at 
the end the following: 

‘‘(C) MARRIAGE PENALTY REDUCTION.—Sole-
ly for purposes of applying subsection 
(a)(2)(B), earned income for any taxable year 
shall be reduced by an amount equal to the 
amount of the deduction allowed to the tax-
payer for such taxable year under section 
222.’’

(d) CLERICAL AMENDMENT.—The table of 
sections for part VII of subchapter B of chap-
ter 1 is amended by striking the item relat-
ing to section 222 and inserting the fol-
lowing:

‘‘Sec. 222. Deduction for married couples to 
eliminate the marriage penalty. 

‘‘Sec. 223. Cross reference.’’
(e) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 2000.
TITLE II—HEALTH CARE AFFORDABILITY 

AND ACCESSIBILITY 
SEC. 201. DEDUCTION FOR 100 PERCENT OF 

HEALTH INSURANCE COSTS OF 
SELF-EMPLOYED INDIVIDUALS. 

(a) IN GENERAL.—Paragraph (1) of section 
162(l) is amended to read as follows: 

‘‘(1) ALLOWANCE OF DEDUCTION.—In the case 
of an individual who is an employee within 
the meaning of section 401(c)(1), there shall 
be allowed as a deduction under this section 
an amount equal to 100 percent of the 
amount paid during the taxable year for in-
surance which constitutes medical care for 
the taxpayer and the taxpayer’s spouse and 
dependents.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000.
SEC. 202. REFUNDABLE CREDIT FOR HEALTH IN-

SURANCE COSTS OF EMPLOYEES. 
(a) IN GENERAL.—Subpart C of part IV of 

subchapter A of chapter 1 (relating to re-
fundable personal credits) is amended by re-
designating section 35 as section 36 and by 
inserting after section 34 the following new 
section:
‘‘SEC. 35. HEALTH INSURANCE COSTS OF EM-

PLOYEES.
‘‘(a) IN GENERAL.—In the case of an indi-

vidual, there shall be allowed as a credit 
against the tax imposed by this subtitle an 
amount equal to 30 percent of the amount 
paid during the taxable year for qualified 
health insurance. 

‘‘(b) QUALIFIED HEALTH INSURANCE.—
‘‘(1) IN GENERAL.—For purposes of this sec-

tion, the term ‘qualified health insurance’ 
means health insurance which constitutes 
medical care for the taxpayer, his spouse, 
and dependents, and which meet the require-
ments of paragraphs (2), (3), and (4). 

‘‘(2) BENEFITS PACKAGE.—Health insurance 
meets the requirement of this paragraph if 
such insurance provides coverage equivalent 
to the standard Blue Cross/Blue Shield pre-
ferred provider option service benefit plan, 
described in and offered under section 8903(1) 
of title 5, United States Code. 

‘‘(3) HIPAA STANDARDS.—Health insurance 
meets the requirement of this paragraph if 
such insurance meets standards similar to 
the standards under chapter 100. 

‘‘(4) PREMIUM STANDARDS.—Health insur-
ance meets the requirement of this para-
graph if the premium rate for such insurance 

for any calendar year does not exceed by 
more than 100 percent the average base pre-
mium rate for the same or similar health in-
surance offered by the 5 insurers with the 
highest premium volume during the pre-
ceding calendar year. 

‘‘(c) LIMITATIONS.—
‘‘(1) POLICY LIMITATIONS.—The amount 

which may be taken into account under sub-
section (a) shall not exceed—

‘‘(A) in the case of self-only coverage, 
$1,000, and 

‘‘(B) in the case of family coverage, $2,000. 
‘‘(2) LIMITATION BASED ON EMPLOYEE COM-

PENSATION.—The payments taken into ac-
count under subsection (a) for any taxable 
year shall not exceed the taxpayer’s wages, 
salaries, tips, and other employee compensa-
tion includible in gross income for such tax-
able year. 

‘‘(3) LIMITATION BASED ON OTHER COV-
ERAGE.—Subsection (a) shall not apply to—

‘‘(A) any taxpayer for any calendar month 
for which the taxpayer is eligible to partici-
pate in any subsidized health plan main-
tained by any employer of the taxpayer or of 
the spouse of the taxpayer, or 

‘‘(B) amounts paid for coverage under any 
medical care program described in—

‘‘(i) title XVIII, XIX, or XXI of the Social 
Security Act, 

‘‘(ii) chapter 55 of title 10, United States 
Code,

‘‘(iii) chapter 17 of title 38, United States 
Code,

‘‘(iv) chapter 89 of title 5, United States 
Code, or 

‘‘(v) the Indian Health Care Improvement 
Act.

Subparagraph (B)(iv) shall not apply to 
coverage which is comparable to continu-
ation coverage under section 4980B. 

‘‘(d) LIMITATION BASED ON ADJUSTED GROSS

INCOME.—
‘‘(1) IN GENERAL.—No credit shall be al-

lowed under subsection (a) for any taxable 
year for which the taxpayer’s adjusted gross 
income exceeds the applicable dollar 
amount.

‘‘(2) APPLICABLE DOLLAR AMOUNT.—The
term ‘applicable dollar amount’ means—

‘‘(A) in the case of a taxpayer filing a joint 
return, $40,000,

‘‘(B) in the case of any other taxpayer, 
$20,000.

‘‘(3) COST-OF-LIVING ADJUSTMENT.—
‘‘(A) IN GENERAL.—In the case of a taxable 

year beginning after 2003, each dollar 
amount under paragraph (2) shall be in-
creased by an amount equal to—

‘‘(i) such dollar amount, multiplied by 
‘‘(ii) the cost-of-living adjustment deter-

mined under section 1(f)(3) for the calendar 
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 2002’ 
for ‘calendar year 1992’ in subparagraph (B) 
thereof.

‘‘(B) ROUNDING RULES.—If any amount after 
adjustment under subparagraph (A) is not a 
multiple of $50, such amount shall be round-
ed to the next lower multiple of $50. 

‘‘(4) SPECIAL RULE FOR MARRIED INDIVID-
UALS FILING SEPARATELY AND LIVING APART.—
A husband and wife who—

‘‘(A) file separate returns for any taxable 
year, and 

‘‘(B) live apart at all times during such 
taxable year, 
shall not be treated as married individuals 
for purposes of this paragraph. 

‘‘(e) LIMITATION BASED ON AMOUNT OF

TAX.—
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‘‘(1) IN GENERAL.—The credit allowed by 

subsection (a) for the taxable year (deter-
mined after the application of subsections (c) 
and (d)) shall not exceed the sum of—

‘‘(A) the tax imposed by this chapter for 
the taxable year (reduced by the credits al-
lowable against such tax other than the 
credits allowable under this subpart), and 

‘‘(B) the taxpayer’s social security taxes 
for such taxable year. 

‘‘(2) SOCIAL SECURITY TAXES.—For purposes 
of paragraph (1)—

‘‘(A) IN GENERAL.—The term ‘social secu-
rity taxes’ means, with respect to any tax-
payer for any taxable year—

‘‘(i) the amount of the taxes imposed by 
sections 3101, 3111, 3201(a), and 3221(a) on 
amounts received by the taxpayer during the 
calendar year in which the taxable year be-
gins,

‘‘(ii) the taxes imposed by section 1401 on 
the self-employment income of the taxpayer 
for the taxable year, and 

‘‘(iii) the taxes imposed by section 
3211(a)(1) on amounts received by the tax-
payer during the calendar year in which the 
taxable year begins. 

‘‘(B) COORDINATION WITH SPECIAL REFUND OF
SOCIAL SECURITY TAXES.—The term ‘social se-
curity taxes’ shall not include any taxes to 
the extent the taxpayer is entitled to a spe-
cial refund of such taxes under section 
6413(c).

‘‘(C) SPECIAL RULE.—Any amounts paid 
pursuant to an agreement under section 
3121(l) (relating to agreements entered into 
by American employers with respect to for-
eign affiliates) which are equivalent to the 
taxes referred to in subparagraph (A)(i) shall 
be treated as taxes referred to in such sub-
paragraph.

‘‘(f) COORDINATION WITH OTHER PROVI-
SIONS.—

‘‘(1) DEDUCTION FOR MEDICAL EXPENSES.—
The amount taken into account in com-
puting the credit under subsection (a) shall 
not be taken into account in computing the 
amount allowable to the taxpayer as a de-
duction under section 213(a). 

‘‘(2) DEDUCTION FOR HEALTH INSURANCE
COSTS OF SELF-EMPLOYED INDIVIDUALS.—No
amount taken into account under section 
162(l) may be taken into account under this 
section.

‘‘(g) EXPENSES MUST BE SUBSTANTIATED.—
A payment for insurance to which subsection 
(a) applies may be taken into account under 
this section only if the taxpayer substan-
tiates such payment in such form as the Sec-
retary may prescribe. 

‘‘(h) SECTION NOT TO APPLY TO LONG-TERM
CARE INSURANCE.—This section shall not 
apply to insurance which constitutes med-
ical care by reason of section 213(d)(1)(C).’’

(b) CLERICAL AMENDMENT.—The table of 
sections for subpart C of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the last item and inserting the following 
new items:

‘‘Sec. 35. Health insurance costs of employ-
ees.

‘‘Sec. 36. Overpayments of tax.’’
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 2002.
SEC. 203. DEDUCTION FOR PREMIUMS FOR LONG-

TERM CARE INSURANCE. 
(a) IN GENERAL.—Part VII of subchapter B 

of chapter 1 is amended by redesignating sec-
tion 222 as section 223 and by inserting after 
section 221 the following new section: 
‘‘SEC. 222. PREMIUMS FOR LONG-TERM CARE IN-

SURANCE.
‘‘(a) IN GENERAL.—In the case of an indi-

vidual, there shall be allowed as a deduction 

an amount equal to the applicable percent-
age of the amount paid during the taxable 
year for any qualified long-term care insur-
ance contract (as defined in section 7702B(b)) 
which constitutes medical care for the tax-
payer, his spouse, and dependents. 

‘‘(b) APPLICABLE PERCENTAGE.—For pur-
poses of subsection (a), the applicable per-
centage shall be determined in accordance 
with the following table:
‘‘For taxable years beginning The applicable 

in calendar year— percentage is—
2001 and 2002 .............................. 10
2003 and 2004 .............................. 25
2005 and 2006 .............................. 35
2007 and thereafter .................... 50.
‘‘(c) LIMITATION BASED ON COVERAGE UNDER

CERTAIN SUBSIDIZED EMPLOYER PLANS.—
‘‘(1) IN GENERAL.—Subsection (a) shall not 

apply to any taxpayer for any calendar 
month for which the taxpayer participates in 
any plan which includes coverage for quali-
fied long-term care services (as so defined) or 
is a qualified long-term care insurance con-
tract (as so defined) maintained by any em-
ployer of the taxpayer or of the spouse of the 
taxpayer if 50 percent or more of the cost of 
coverage under such plan (determined under 
section 4980B) is paid or incurred by the em-
ployer.

‘‘(2) EMPLOYER CONTRIBUTIONS TO CAFE-
TERIA PLANS OR FLEXIBLE SPENDING ARRANGE-
MENTS.—Employer contributions to a cafe-
teria plan or a flexible spending or similar 
arrangement which are excluded from gross 
income under section 106 shall be treated for 
purposes of paragraph (1) as paid by the em-
ployer.

‘‘(3) AGGREGATION OF PLANS OF EMPLOYER.—
A plan which is not otherwise described in 
paragraph (1) shall be treated as described in 
such paragraph if such plan would be so de-
scribed if all such plans of persons treated as 
a single employer under subsections (b), (c), 
(m), or (o) of section 414 were treated as one 
plan.

‘‘(d) DEDUCTION LIMITED TO QUALIFIED
LONG-TERM CARE INSURANCE CONTRACTS.—In
the case of a qualified long-term care insur-
ance contract (as so defined), only eligible 
long-term care premiums (as defined in sec-
tion 213(d)(10)) may be taken into account 
under subsection (a). 

‘‘(e) SPECIAL RULES.—For purposes of this 
section—

‘‘(1) COORDINATION WITH DEDUCTION FOR
HEALTH INSURANCE COSTS OF SELF-EMPLOYED
INDIVIDUALS.—The amount taken into ac-
count by the taxpayer in computing the de-
duction under section 162(l) shall not be 
taken into account under this section. 

‘‘(2) COORDINATION WITH MEDICAL EXPENSE
DEDUCTION.—The amount taken into account 
by the taxpayer in computing the deduction 
under this section shall not be taken into ac-
count under section 213. 

‘‘(f) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be appro-
priate to carry out this section, including 
regulations requiring employers to report to 
their employees and the Secretary such in-
formation as the Secretary determines to be 
appropriate.’’

(b) DEDUCTION ALLOWED WHETHER OR NOT
TAXPAYER ITEMIZES OTHER DEDUCTIONS.—
Subsection (a) of section 62 is amended by in-
serting after paragraph (17) the following 
new item: 

‘‘(18) LONG-TERM CARE INSURANCE COSTS.—
The deduction allowed by section 222.’’

(c) CLERICAL AMENDMENT.—The table of 
sections for part VII of subchapter B of chap-
ter 1 is amended by striking the last item 
and inserting the following new items:

‘‘Sec. 222. Long-term care insurance costs. 
‘‘Sec. 223. Cross reference.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 204. LONG-TERM CARE TAX CREDIT. 

(a) ALLOWANCE OF CREDIT.—
(1) IN GENERAL.—Section 24(a) (relating to 

allowance of child tax credit) is amended to 
read as follows: 

‘‘(a) ALLOWANCE OF CREDIT.—
‘‘(1) IN GENERAL.—There shall be allowed as 

a credit against the tax imposed by this 
chapter for the taxable year an amount 
equal to the sum of—

‘‘(A) $500 multiplied by the number of 
qualifying children of the taxpayer, plus 

‘‘(B) the applicable dollar amount multi-
plied by the number of applicable individuals 
with respect to whom the taxpayer is an eli-
gible caregiver for the taxable year.’’ 

‘‘(2) APPLICABLE DOLLAR AMOUNT.—For pur-
poses of paragraph (1)(B), the applicable dol-
lar amount for taxable years beginning in 
any calendar year shall be determined in ac-
cordance with the following table:

Applicable
‘‘Calendar year: dollar amount: 

2003, 2004, or 2005 ............................. $250
2006 or 2007 ...................................... $500
2008 and thereafter .......................... $1,000.’’ 
(2) ADDITIONAL CREDIT FOR TAXPAYER WITH 3

OR MORE SEPARATE CREDIT AMOUNTS.—So
much of section 24(d) as precedes paragraph 
(1)(A) thereof is amended to read as follows: 

‘‘(d) ADDITIONAL CREDIT FOR TAXPAYERS
WITH 3 OR MORE SEPARATE CREDIT
AMOUNTS.—

‘‘(1) IN GENERAL.—If the sum of the number 
of qualifying children of the taxpayer and 
the number of applicable individuals with re-
spect to which the taxpayer is an eligible 
caregiver is 3 or more for any taxable year, 
the aggregate credits allowed under subpart 
C shall be increased by the lesser of—’’. 

(3) CONFORMING AMENDMENTS.—
(A) The heading for section 32(n) is amend-

ed by striking ‘‘CHILD’’ and inserting ‘‘FAM-
ILY CARE’’.

(B) The heading for section 24 is amended 
to read as follows: 
‘‘SEC. 24. FAMILY CARE CREDIT.’’

(C) The table of sections for subpart A of 
part IV of subchapter A of chapter 1 is 
amended by striking the item relating to 
section 24 and inserting the following new 
item:
‘‘Sec. 24. Family care credit.’’.

(b) DEFINITIONS.—Section 24(c) (defining 
qualifying child) is amended to read as fol-
lows:

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion—

‘‘(1) QUALIFYING CHILD.—
‘‘(A) IN GENERAL.—The term ‘qualifying 

child’ means any individual if—
‘‘(i) the taxpayer is allowed a deduction 

under section 151 with respect to such indi-
vidual for the taxable year, 

‘‘(ii) such individual has not attained the 
age of 17 as of the close of the calendar year 
in which the taxable year of the taxpayer be-
gins, and 

‘‘(iii) such individual bears a relationship 
to the taxpayer described in section 
32(c)(3)(B).

‘‘(B) EXCEPTION FOR CERTAIN NONCITIZENS.—
The term ‘qualifying child’ shall not include 
any individual who would not be a dependent 
if the first sentence of section 152(b)(3) were 
applied without regard to all that follows 
‘resident of the United States’. 

‘‘(2) APPLICABLE INDIVIDUAL.—
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‘‘(A) IN GENERAL.—The term ‘applicable in-

dividual’ means, with respect to any taxable 
year, any individual who has been certified, 
before the due date for filing the return of 
tax for the taxable year (without exten-
sions), by a physician (as defined in section 
1861(r)(1) of the Social Security Act) as being 
an individual with long-term care needs de-
scribed in subparagraph (B) for a period—

‘‘(i) which is at least 180 consecutive days, 
and

‘‘(ii) a portion of which occurs within the 
taxable year. 
Such term shall not include any individual 
otherwise meeting the requirements of the 
preceding sentence unless within the 391⁄2-
month period ending on such due date (or 
such other period as the Secretary pre-
scribes) a physician (as so defined) has cer-
tified that such individual meets such re-
quirements.

‘‘(B) INDIVIDUALS WITH LONG-TERM CARE
NEEDS.—An individual is described in this 
subparagraph if the individual meets any of 
the following requirements: 

‘‘(i) The individual is at least 6 years of age 
and—

‘‘(I) is unable to perform (without substan-
tial assistance from another individual) at 
least 3 activities of daily living (as defined in 
section 7702B(c)(2)(B)) due to a loss of func-
tional capacity, or 

‘‘(II) requires substantial supervision to 
protect such individual from threats to 
health and safety due to severe cognitive im-
pairment and is unable to perform at least 1 
activity of daily living (as so defined) or to 
the extent provided in regulations prescribed 
by the Secretary (in consultation with the 
Secretary of Health and Human Services), is 
unable to engage in age appropriate activi-
ties.

‘‘(ii) The individual is at least 2 but not 6 
years of age and is unable due to a loss of 
functional capacity to perform (without sub-
stantial assistance from another individual) 
at least 2 of the following activities: eating, 
transferring, or mobility. 

‘‘(iii) The individual is under 2 years of age 
and requires specific durable medical equip-
ment by reason of a severe health condition 
or requires a skilled practitioner trained to 
address the individual’s condition to be 
available if the individual’s parents or 
guardians are absent. 

‘‘(3) ELIGIBLE CAREGIVER.—
‘‘(A) IN GENERAL.—A taxpayer shall be 

treated as an eligible caregiver for any tax-
able year with respect to the following indi-
viduals:

‘‘(i) The taxpayer. 
‘‘(ii) The taxpayer’s spouse. 
‘‘(iii) An individual with respect to whom 

the taxpayer is allowed a deduction under 
section 151 for the taxable year. 

‘‘(iv) An individual who would be described 
in clause (iii) for the taxable year if section 
151(c)(1)(A) were applied by substituting for 
the exemption amount an amount equal to 
the sum of the exemption amount, the stand-
ard deduction under section 63(c)(2)(C), and 
any additional standard deduction under sec-
tion 63(c)(3) which would be applicable to the 
individual if clause (iii) applied. 

‘‘(v) An individual who would be described 
in clause (iii) for the taxable year if—

‘‘(I) the requirements of clause (iv) are met 
with respect to the individual, and 

‘‘(II) the requirements of subparagraph (B) 
are met with respect to the individual in lieu 
of the support test of section 152(a). 

‘‘(B) RESIDENCY TEST.—The requirements 
of this subparagraph are met if an individual 
has as his principal place of abode the home 
of the taxpayer and—

‘‘(i) in the case of an individual who is an 
ancestor or descendant of the taxpayer or 
the taxpayer’s spouse, is a member of the 
taxpayer’s household for over half the tax-
able year, or 

‘‘(ii) in the case of any other individual, is 
a member of the taxpayer’s household for the 
entire taxable year. 

‘‘(C) SPECIAL RULES WHERE MORE THAN 1 ELI-
GIBLE CAREGIVER.—

‘‘(i) IN GENERAL.—If more than 1 individual 
is an eligible caregiver with respect to the 
same applicable individual for taxable years 
ending with or within the same calendar 
year, a taxpayer shall be treated as the eligi-
ble caregiver if each such individual (other 
than the taxpayer) files a written declara-
tion (in such form and manner as the Sec-
retary may prescribe) that such individual 
will not claim such applicable individual for 
the credit under this section. 

‘‘(ii) NO AGREEMENT.—If each individual re-
quired under clause (i) to file a written dec-
laration under clause (i) does not do so, the 
individual with the highest modified ad-
justed gross income (as defined in section 
32(c)(5)) shall be treated as the eligible care-
giver.

‘‘(iii) MARRIED INDIVIDUALS FILING SEPA-
RATELY.—In the case of married individuals 
filing separately, the determination under 
this subparagraph as to whether the husband 
or wife is the eligible caregiver shall be made 
under the rules of clause (ii) (whether or not 
one of them has filed a written declaration 
under clause (i)).’’ 

(c) IDENTIFICATION REQUIREMENTS.—
(1) IN GENERAL.—Section 24(e) is amended 

by adding at the end the following new sen-
tence: ‘‘No credit shall be allowed under this 
section to a taxpayer with respect to any ap-
plicable individual unless the taxpayer in-
cludes the name and taxpayer identification 
number of such individual, and the identi-
fication number of the physician certifying 
such individual, on the return of tax for the 
taxable year.’’ 

(2) ASSESSMENT.—Section 6213(g)(2)(I) is 
amended—

(A) by inserting ‘‘or physician identifica-
tion’’ after ‘‘correct TIN’’, and 

(B) by striking ‘‘child’’ and inserting ‘‘fam-
ily care’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2002. 
SEC. 205. CREDIT FOR CLINICAL TESTING RE-

SEARCH EXPENSES ATTRIBUTABLE 
TO CERTAIN QUALIFIED ACADEMIC 
INSTITUTIONS INCLUDING TEACH-
ING HOSPITALS. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by inserting 
after section 41 the following: 
‘‘SEC. 41A. CREDIT FOR MEDICAL INNOVATION 

EXPENSES.
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, the medical innovation credit deter-
mined under this section for the taxable year 
shall be an amount equal to 40 percent of the 
excess (if any) of—

‘‘(1) the qualified medical innovation ex-
penses for the taxable year, over 

‘‘(2) the medical innovation base period 
amount.

‘‘(b) QUALIFIED MEDICAL INNOVATION EX-
PENSES.—For purposes of this section—

‘‘(1) IN GENERAL.—The term ‘qualified med-
ical innovation expenses’ means the amounts 
which are paid or incurred by the taxpayer 
during the taxable year directly or indirectly 
to any qualified academic institution for 
clinical testing research activities. 

‘‘(2) CLINICAL TESTING RESEARCH ACTIVI-
TIES.—

‘‘(A) IN GENERAL.—The term ‘clinical test-
ing research activities’ means human clin-
ical testing conducted at any qualified aca-
demic institution in the development of any 
product, which occurs before—

‘‘(i) the date on which an application with 
respect to such product is approved under 
section 505(b), 506, or 507 of the Federal Food, 
Drug, and Cosmetic Act, 

‘‘(ii) the date on which a license for such 
product is issued under section 351 of the 
Public Health Service Act, or 

‘‘(iii) the date classification or approval of 
such product which is a device intended for 
human use is given under section 513, 514, or 
515 of the Federal Food, Drug, and Cosmetic 
Act.

‘‘(B) PRODUCT.—The term ‘product’ means 
any drug, biologic, or medical device. 

‘‘(3) QUALIFIED ACADEMIC INSTITUTION.—The
term ‘qualified academic institution’ means 
any of the following institutions: 

‘‘(A) EDUCATIONAL INSTITUTION.—A quali-
fied organization described in section 
170(b)(1)(A)(iii) which is owned or affiliated 
with an institution of higher education as 
described in section 3304(f). 

‘‘(B) TEACHING HOSPITAL.—A teaching hos-
pital which—

‘‘(i) is publicly supported or owned by an 
organization described in section 501(c)(3), 
and

‘‘(ii) is affiliated with an organization 
meeting the requirements of subparagraph 
(A).

‘‘(C) FOUNDATION.—A medical research or-
ganization described in section 501(c)(3) 
(other than a private foundation) which is af-
filiated with, or owned by—

‘‘(i) an organization meeting the require-
ments of subparagraph (A), or 

‘‘(ii) a teaching hospital meeting the re-
quirements of subparagraph (B). 

‘‘(D) CHARITABLE RESEARCH HOSPITAL.—A
hospital that is designated as a cancer center 
by the National Cancer Institute. 

‘‘(4) EXCLUSION FOR AMOUNTS FUNDED BY
GRANTS, ETC.—The term ‘qualified medical 
innovation expenses’ shall not include any 
amount to the extent such amount is funded 
by any grant, contract, or otherwise by an-
other person (or any governmental entity). 

‘‘(c) MEDICAL INNOVATION BASE PERIOD
AMOUNT.—For purposes of this section, the 
term ‘medical innovation base period 
amount’ means the average annual qualified 
medical innovation expenses paid by the tax-
payer during the 3-taxable year period end-
ing with the taxable year immediately pre-
ceding the first taxable year of the taxpayer 
beginning after December 31, 2000. 

‘‘(d) SPECIAL RULES.—
‘‘(1) LIMITATION ON FOREIGN TESTING.—No

credit shall be allowed under this section 
with respect to any clinical testing research 
activities conducted outside the United 
States.

‘‘(2) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of subsections (f) 
and (g) of section 41 shall apply for purposes 
of this section. 

‘‘(3) ELECTION.—This section shall apply to 
any taxpayer for any taxable year only if 
such taxpayer elects to have this section 
apply for such taxable year. 

‘‘(4) COORDINATION WITH CREDIT FOR IN-
CREASING RESEARCH EXPENDITURES AND WITH
CREDIT FOR CLINICAL TESTING EXPENSES FOR
CERTAIN DRUGS FOR RARE DISEASES.—Any
qualified medical innovation expense for a 
taxable year to which an election under this 
section applies shall not be taken into ac-
count for purposes of determining the credit 
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allowable under section 41 or 45C for such 
taxable year. 

‘‘(e) TERMINATION.—This section shall not 
apply to any expense paid or incurred after 
the date specified in section 41(h)(1)(B).’’

(b) CREDIT TO BE PART OF GENERAL BUSI-
NESS CREDIT.—

(1) IN GENERAL.—Section 38(b) (relating to 
current year business credits) is amended by 
striking ‘‘plus’’ at the end of paragraph (11), 
by striking the period at the end of para-
graph (12) and inserting ‘‘, plus’’, and by add-
ing at the end the following: 

‘‘(13) the medical innovation expenses cred-
it determined under section 41A(a).’’

(2) TRANSITION RULE.—Section 39(d) is 
amended by adding at the end the following 
new paragraph: 

‘‘(9) NO CARRYBACK OF SECTION 41A CREDIT
BEFORE ENACTMENT.—No portion of the un-
used business credit for any taxable year 
which is attributable to the medical innova-
tion credit determined under section 41A 
may be carried back to a taxable year begin-
ning before January 1, 1999.’’

(c) DENIAL OF DOUBLE BENEFIT.—Section
280C is amended by adding at the end the fol-
lowing new subsection: 

‘‘(d) CREDIT FOR INCREASING MEDICAL INNO-
VATION EXPENSES.—

‘‘(1) IN GENERAL.—No deduction shall be al-
lowed for that portion of the qualified med-
ical innovation expenses (as defined in sec-
tion 41A(b)) otherwise allowable as a deduc-
tion for the taxable year which is equal to 
the amount of the credit determined for such 
taxable year under section 41A(a). 

‘‘(2) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of paragraphs (2), (3), and (4) 
of subsection (c) shall apply for purposes of 
this subsection.’’

(d) DEDUCTION FOR UNUSED PORTION OF
CREDIT.—Section 196(c) (defining qualified 
business credits) is amended by redesig-
nating paragraphs (5) through (8) as para-
graphs (6) through (9), respectively, and by 
inserting after paragraph (4) the following 
new paragraph: 

‘‘(5) the medical innovation expenses credit 
determined under section 41A(a) (other than 
such credit determined under the rules of 
section 280C(d)(2)),’’. 

(e) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding 
after the item relating to section 41 the fol-
lowing:

‘‘Sec. 41A. Credit for medical innovation ex-
penses.’’

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 206. TREATMENT OF CERTAIN HOSPITAL 

SUPPORT ORGANIZATIONS AS 
QUALIFIED ORGANIZATIONS FOR 
PURPOSES OF DETERMINING ACQUI-
SITION INDEBTEDNESS. 

(a) IN GENERAL.—Subparagraph (C) of sec-
tion 514(c)(9) is amended by striking ‘‘or’’ at 
the end of clause (ii), by striking the period 
at the end of clause (iii) and inserting ‘‘; or’’, 
and by adding at the end the following new 
clause:

‘‘(iv) a qualified hospital support organiza-
tion (as defined in subparagraph (I)).’’

(b) QUALIFIED HOSPITAL SUPPORT ORGANI-
ZATIONS.—Paragraph (9) of section 514(c) is 
amended by adding at the end the following 
new subparagraph: 

‘‘(I) QUALIFIED HOSPITAL SUPPORT ORGANI-
ZATIONS.—For purposes of subparagraph 
(C)(iv), the term ‘qualified hospital support 
organization’ means, with respect to any in-
debtedness, a support organization (as de-

fined in section 509(a)(3)) which supports a 
hospital described in section 170(b)(1)(A)(iii) 
and with respect to which—

‘‘(i) more than half of its assets (by value) 
at any time since its organization—

‘‘(I) were acquired, directly or indirectly, 
by gift or devise, and 

‘‘(II) consisted of real property, 
‘‘(ii) the fair market value of the organiza-

tion’s unimproved real estate acquired, di-
rectly or indirectly, by gift or devise, exceed-
ed 10 percent of the fair market value of all 
investment assets held by the organization 
immediately prior to the time that the in-
debtedness was incurred, and 

‘‘(iii) no member of the organization’s gov-
erning body was a disqualified person (as de-
fined in section 4946 but not including any 
foundation manager) at any time during the 
taxable year in which the indebtedness was 
incurred.

In the case of any refinancing not in excess 
of the indebtedness being refinanced, the de-
terminations under clauses (ii) and (iii) shall 
be made by reference to the earliest date in-
debtedness meeting the requirements of this 
subparagraph (and involved in the chain of 
indebtedness being refinanced) was in-
curred.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to indebted-
ness incurred in taxable years beginning 
after December 31, 2000. 
SECTION 207. TECHNICAL AMENDMENTS RE-

LATED TO VACCINE INJURY COM-
PENSATION TRUST FUND. 

(a) REPEAL OF MUTUALLY CONFLICTING
AMENDMENTS.—

(1) IN GENERAL.—Section 1504 of Division C 
of the Omnibus Consolidated and Emergency 
Supplemental Appropriations Act, 1999 (re-
lating to Vaccine Injury Compensation Trust 
Fund) is repealed. 

(2) EFFECT OF REPEAL.—The Internal Rev-
enue Code of 1986 shall be applied and admin-
istered as if the section repealed by para-
graph (1) had never been enacted. 

(b) CONFORMING AMENDMENTS.—Section
9510(c)(1) (relating to expenditures from 
Trust Fund) is amended—

(1) by striking ‘‘August 5, 1997’’ in subpara-
graph (A) and inserting ‘‘October 21, 1998’’, 
and

(2) by striking ‘‘$9,500,000’’ in subparagraph 
(B) and inserting ‘‘$10,000,000’’. 

(c) EFFECTIVE DATE.—The amendments 
made by subsection (b) shall take effect as if 
included in the Omnibus Consolidated and 
Emergency Supplemental Appropriations 
Act, 1999.

TITLE III—ESTATE TAX PROVISIONS 
SEC. 301. INCREASE IN UNIFIED ESTATE AND 

GIFT TAX CREDIT. 
(a) IN GENERAL.—The table in section 

2010(c) of the Internal Revenue Code (relat-
ing to applicable credit amount) is amended 
to read as follows:

‘‘In the case of estates of 
decedents The applicable 
dying, and gifts made, exclusion amount 
during: is: 

2000 and 2001 .............. $675,000
2002 ........................... $700,000
2003 ........................... $740,000
2004 and thereafter ... $1,000,000.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to the es-
tates of decedents dying, and gifts made, 
after December 31, 1999. 
SEC. 302. INCREASE IN ESTATE TAX DEDUCTION 

FOR FAMILY-OWNED BUSINESS IN-
TEREST.

(a) IN GENERAL.—Section 2057(a)(2) (relat-
ing to maximum deduction) is amended by 
striking ‘‘$675,000’’ and inserting ‘‘$1,125,000’’. 

(b) CONFORMING AMENDMENTS.—Section
2057(a)(3)(B) (relating to coordination with 
unified credit) is amended by striking 
‘‘$675,000’’ each place it appears in the text 
and heading and inserting ‘‘$1,125,000’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to estates of 
decedents dying after December 31, 2002.

TITLE IV—ALTERNATIVE MINIMUM TAX 
REFORMS

SEC. 401. ALLOWANCE OF NONREFUNDABLE PER-
SONAL CREDITS FULLY AGAINST 
REGULAR TAX LIABILITY. 

The second sentence of section 26(a) (relat-
ing to limitations based on amount of tax) is 
amended by striking ‘‘1998’’ and inserting 
‘‘calendar years 1998 through 2003’’. 
SEC. 402. REPEAL OF FOREIGN TAX CREDIT LIMI-

TATION UNDER ALTERNATIVE MIN-
IMUM TAX. 

(a) IN GENERAL.—Section 59(a) (relating to 
alternative minimum tax foreign tax credit) 
is amended by striking paragraph (2) and by 
redesignating paragraphs (3) and (4) as para-
graphs (2) and (3), respectively. 

(b) CONFORMING AMENDMENT.—Section
53(d)(1)(B)(i)(II) is amended by striking ‘‘and 
if section 59(a)(2) did not apply’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 403. INCOME AVERAGING FOR FARMERS 

NOT TO INCREASE ALTERNATIVE 
MINIMUM TAX LIABILITY. 

(a) IN GENERAL.—Section 55(c) of the Inter-
nal Revenue Code of 1986 (defining regular 
tax) is amended by redesignating paragraph 
(2) as paragraph (3) and by inserting after 
paragraph (1) the following: 

‘‘(2) COORDINATION WITH INCOME AVERAGING
FOR FARMERS.—Solely for purposes of this 
section, section 1301 (relating to averaging of 
farm income) shall not apply in computing 
the regular tax.’’

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 404. LONG-TERM UNUSED CREDITS AL-

LOWED AGAINST MINIMUM TAX. 
(a) IN GENERAL.—Subsection (c) of section 

53 (relating to limitation) is amended by 
adding at the end the following: 

‘‘(2) SPECIAL RULE FOR CORPORATIONS WITH
LONG-TERM UNUSED CREDITS.—

‘‘(A) IN GENERAL.—If—
‘‘(i) a corporation to which section 56(g) 

applies has a long-term unused minimum tax 
credit for a taxable year, and 

‘‘(ii) no credit would be allowable under 
this section for the taxable year by reason of 
paragraph (1), 
then there shall be allowed a credit under 
subsection (a) for the taxable year in the 
amount determined under subparagraph (B). 

‘‘(B) AMOUNT OF CREDIT.—For purposes of 
subparagraph (A), the amount of the credit 
shall be equal to the least of the following 
for the taxable year: 

‘‘(i) The long-term unused minimum tax 
credit.

‘‘(ii) 20 percent of the taxpayer’s tentative 
minimum tax. 

‘‘(iii) The excess (if any) of the amount 
under paragraph (1)(B) over the amount 
under paragraph (1)(A). 

‘‘(C) LONG-TERM UNUSED MINIMUM TAX CRED-
IT.—For purposes of this paragraph—

‘‘(i) IN GENERAL.—The long-term unused 
minimum tax credit for any taxable year is 
the portion of the minimum tax credit deter-
mined under subsection (b) attributable to 
the adjusted net minimum tax for taxable 
years beginning after 1986 and before 2000 and 
which ended before the 5th taxable year im-
mediately preceding the taxable year for 
which the determination is being made. 
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‘‘(ii) FIRST-IN, FIRST-OUT ORDERING RULE.—

For purposes of clause (i), credits shall be 
treated as allowed under subsection (a) on a 
first-in, first-out basis.’’

(b) CONFORMING AMENDMENTS.—Section
53(c) (as in effect before the amendment 
made by subsection (a)) is amended—

(1) by striking ‘‘The’’ and inserting the fol-
lowing:

‘‘(1) IN GENERAL.—The’’; and 
(2) by redesignating paragraphs (1) and (2) 

as subparagraphs (A) and (B), respectively. 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 2000.

TITLE V—EXTENSION OF EXPIRING 
INCENTIVES

SEC. 501. WORK OPPORTUNITY CREDIT AND WEL-
FARE-TO-WORK CREDIT. 

(a) TEMPORARY EXTENSION.—Sections
51(c)(4)(B) and 51A(f) (relating to termi-
nation) are each amended by striking ‘‘June 
30, 1999’’ and inserting ‘‘June 30, 2001’’. 

(b) CLARIFICATION OF FIRST YEAR OF EM-
PLOYMENT.—Paragraph (2) of section 51(i) is 
amended by striking ‘‘during which he was 
not a member of a targeted group’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to individ-
uals who begin work for the employer after 
June 30, 1999. 
SEC. 502. ELECTRICITY PRODUCED FROM CER-

TAIN NONRENEWABLE RESOURCES 
CREDIT.

(a) TEMPORARY EXTENSION.—Section
45(c)(3) (relating to qualified facility) is 
amended by striking ‘‘1999’’ and inserting 
‘‘2001’’.

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to facilities 
placed in service after June 30, 1999.
SEC. 503. SUBPART F EXEMPTION FOR ACTIVE FI-

NANCING INCOME. 
(a) IN GENERAL.—Sections 953(e)(10) and 

954(h)(9) are each amended—
(1) by striking ‘‘the first taxable year’’ and 

inserting ‘‘taxable years’’, and 
(2) by striking ‘‘January 1, 2000’’ and in-

serting ‘‘January 1, 2002’’. 
(b) EFFECTIVE DATE.—The amendment 

made by this section shall apply to taxable 
years beginning after December 31, 1999. 
SEC. 504. EXTENSION OF EXPENSING OF ENVI-

RONMENTAL REMEDIATION COSTS. 
Section 198(h) (relating to termination) is 

amended by striking ‘‘December 31, 2000’’ and 
inserting ‘‘June 30, 2001’’. 
SEC. 505. VIRGIN ISLANDS AND PUERTO RICO 

RUM COVER OVER. 
(a) IN GENERAL.—Section 7652(f)(1) (relat-

ing to limitation on cover over of tax on dis-
tilled spirits) is amended to read as follows: 

‘‘(1) $10.50 ($13.50 in the case of distilled 
spirits brought into the United States after 
June 30, 1999, and before July 1, 2001), or’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on 
July 1, 1999. 
SEC. 506. MODIFICATIONS OF PUERTO RICAN 

ECONOMIC ACTIVITY CREDIT. 
(a) TAXPAYERS OTHER THAN EXISTING

CLAIMANTS ELIGIBLE FOR CREDIT.—Section
30A(a)(2) (defining qualified domestic cor-
poration) is amended to read as follows: 

‘‘(2) QUALIFIED DOMESTIC CORPORATION.—
For purposes of paragraph (1), the term 
‘qualified domestic corporation’ means a do-
mestic corporation with respect to which 
section 936(a)(4)(B) does not apply for the 
taxable year.’’

(b) REPEAL OF BASE PERIOD CAP.—Section
30A(a)(1) is amended by striking the last sen-
tence.

(c) CONFORMING AMENDMENTS.—
(1) Section 30A(a)(3) is amended to read as 

follows:
‘‘(3) SEPARATE APPLICATION.—For purposes 

of determining the amount of the credit al-
lowed under this section, this section (and so 
much of section 936 as relates to this section) 
shall be applied separately with respect to 
Puerto Rico.’’

(2) Section 30A(e)(1) is amended by insert-
ing ‘‘but not including subsection (j) there-
of’’ after ‘‘thereunder’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999, and 
before January 1, 2003.

TITLE VI—QUALITY EDUCATION 
INITIATIVES

SEC. 601. EXPANSION OF INCENTIVES FOR PUB-
LIC SCHOOLS. 

(a) IN GENERAL.—Chapter 1 is amended by 
adding at the end the following new sub-
chapter:

‘‘Subchapter X—Public School Modernization 
Provisions

‘‘Part I. Credit to holders of qualified public 
school modernization bonds. 

‘‘Part II. Qualified school construction 
bonds.

‘‘Part III. Incentives for education zones.

‘‘PART I—CREDIT TO HOLDERS OF QUALI-
FIED PUBLIC SCHOOL MODERNIZATION 
BONDS

‘‘Sec. 1400F. Credit to holders of qualified 
public school modernization 
bonds.

‘‘SEC. 1400F. CREDIT TO HOLDERS OF QUALIFIED 
PUBLIC SCHOOL MODERNIZATION 
BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of 
a taxpayer who holds a qualified public 
school modernization bond on a credit allow-
ance date of such bond which occurs during 
the taxable year, there shall be allowed as a 
credit against the tax imposed by this chap-
ter for such taxable year an amount equal to 
the sum of the credits determined under sub-
section (b) with respect to credit allowance 
dates during such year on which the tax-
payer holds such bond. 

‘‘(b) AMOUNT OF CREDIT.—
‘‘(1) IN GENERAL.—The amount of the credit 

determined under this subsection with re-
spect to any credit allowance date for a 
qualified public school modernization bond is 
25 percent of the annual credit determined 
with respect to such bond. 

‘‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any qualified public 
school modernization bond is the product 
of—

‘‘(A) the applicable credit rate, multiplied 
by

‘‘(B) the outstanding face amount of the 
bond.

‘‘(3) APPLICABLE CREDIT RATE.—For pur-
poses of paragraph (1), the applicable credit 
rate with respect to an issue is the rate 
equal to an average market yield (as of the 
day before the date of issuance of the issue) 
on outstanding long-term corporate debt ob-
ligations (determined under regulations pre-
scribed by the Secretary). 

‘‘(4) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is 
issued during the 3-month period ending on a 
credit allowance date, the amount of the 
credit determined under this subsection with 
respect to such credit allowance date shall 
be a ratable portion of the credit otherwise 
determined based on the portion of the 3-
month period during which the bond is out-

standing. A similar rule shall apply when the 
bond is redeemed. 

‘‘(c) LIMITATION BASED ON AMOUNT OF
TAX.—

‘‘(1) IN GENERAL.—The credit allowed under 
subsection (a) for any taxable year shall not 
exceed the excess of—

‘‘(A) the sum of the regular tax liability 
(as defined in section 26(b)) plus the tax im-
posed by section 55, over 

‘‘(B) the sum of the credits allowable under 
part IV of subchapter A (other than subpart 
C thereof, relating to refundable credits). 

‘‘(2) CARRYOVER OF UNUSED CREDIT.—If the 
credit allowable under subsection (a) exceeds 
the limitation imposed by paragraph (1) for 
such taxable year, such excess shall be car-
ried to the succeeding taxable year and 
added to the credit allowable under sub-
section (a) for such taxable year. 

‘‘(d) QUALIFIED PUBLIC SCHOOL MODERNIZA-
TION BOND; CREDIT ALLOWANCE DATE.—For
purposes of this section—

‘‘(1) QUALIFIED PUBLIC SCHOOL MODERNIZA-
TION BOND.—The term ‘qualified public 
school modernization bond’ means—

‘‘(A) a qualified school construction bond, 
and

‘‘(B) a qualified zone academy bond. 
‘‘(2) CREDIT ALLOWANCE DATE.—The term 

‘credit allowance date’ means—
‘‘(A) March 15, 
‘‘(B) June 15, 
‘‘(C) September 15, and 
‘‘(D) December 15. 

Such term includes the last day on which the 
bond is outstanding. 

‘‘(e) OTHER DEFINITIONS.—For purposes of 
this subchapter— 

‘‘(1) LOCAL EDUCATIONAL AGENCY.—The
term ‘local educational agency’ has the 
meaning given to such term by section 14101 
of the Elementary and Secondary Education 
Act of 1965. Such term includes the local edu-
cational agency that serves the District of 
Columbia but does not include any other 
State agency. 

‘‘(2) BOND.—The term ‘bond’ includes any 
obligation.

‘‘(3) STATE.—The term ‘State’ includes the 
District of Columbia and any possession of 
the United States. 

‘‘(4) PUBLIC SCHOOL FACILITY.—The term 
‘public school facility’ shall not include any 
facility which is not owned by a State or 
local government or any agency or instru-
mentality of a State or local government. 

‘‘(f) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the 
credit allowed to the taxpayer under this 
section (determined without regard to sub-
section (c)) and the amount so included shall 
be treated as interest income. 

‘‘(g) BONDS HELD BY REGULATED INVEST-
MENT COMPANIES.—If any qualified public 
school modernization bond is held by a regu-
lated investment company, the credit deter-
mined under subsection (a) shall be allowed 
to shareholders of such company under pro-
cedures prescribed by the Secretary. 

‘‘(h) CREDITS MAY BE STRIPPED.—Under
regulations prescribed by the Secretary— 

‘‘(1) IN GENERAL.—There may be a separa-
tion (including at issuance) of the ownership 
of a qualified public school modernization 
bond and the entitlement to the credit under 
this section with respect to such bond. In 
case of any such separation, the credit under 
this section shall be allowed to the person 
who on the credit allowance date holds the 
instrument evidencing the entitlement to 
the credit and not to the holder of the bond. 

‘‘(2) CERTAIN RULES TO APPLY.—In the case 
of a separation described in paragraph (1), 
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the rules of section 1286 shall apply to the 
qualified public school modernization bond 
as if it were a stripped bond and to the credit 
under this section as if it were a stripped 
coupon.

‘‘(i) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654 
and 6655, the credit allowed by this section 
to a taxpayer by reason of holding a quali-
fied public school modernization bonds on a 
credit allowance date shall be treated as if it 
were a payment of estimated tax made by 
the taxpayer on such date. 

‘‘(j) CREDIT MAY BE TRANSFERRED.—Noth-
ing in any law or rule of law shall be con-
strued to limit the transferability of the 
credit allowed by this section through sale 
and repurchase agreements. 

‘‘(k) REPORTING.—Issuers of qualified pub-
lic school modernization bonds shall submit 
reports similar to the reports required under 
section 149(e). 

‘‘PART II—QUALIFIED SCHOOL 
CONSTRUCTION BONDS

‘‘Sec. 1400G. Qualified school construction 
bonds.

‘‘SEC. 1400G. QUALIFIED SCHOOL CONSTRUCTION 
BONDS.

‘‘(a) QUALIFIED SCHOOL CONSTRUCTION
BOND.—For purposes of this subchapter, the 
term ‘qualified school construction bond’ 
means any bond issued as part of an issue 
if—

‘‘(1) 95 percent or more of the proceeds of 
such issue are to be used for the construc-
tion, rehabilitation, or repair of a public 
school facility or for the acquisition of land 
on which such a facility is to be constructed 
with part of the proceeds of such issue, 

‘‘(2) the bond is issued by a State or local 
government within the jurisdiction of which 
such school is located, 

‘‘(3) the issuer designates such bond for 
purposes of this section, and 

‘‘(4) the term of each bond which is part of 
such issue does not exceed 15 years.

‘‘(b) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—The maximum aggregate face 
amount of bonds issued during any calendar 
year which may be designated under sub-
section (a) by any issuer shall not exceed the 
sum of—

‘‘(1) the limitation amount allocated under 
subsection (d) for such calendar year to such 
issuer, and 

‘‘(2) if such issuer is a large local edu-
cational agency (as defined in subsection 
(e)(4)) or is issuing on behalf of such an agen-
cy, the limitation amount allocated under 
subsection (e) for such calendar year to such 
agency.

‘‘(c) NATIONAL LIMITATION ON AMOUNT OF
BONDS DESIGNATED.—There is a national 
qualified school construction bond limita-
tion for each calendar year. Such limitation 
is—

‘‘(1) $11,800,000,000 for 2001, 
‘‘(2) $11,800,000,000 for 2005, and 
‘‘(3) except as provided in subsection (f), 

zero after 2001 and before 2005, and after 2005. 
‘‘(d) SIXTY-FIVE PERCENT OF LIMITATION

ALLOCATED AMONG STATES.—
‘‘(1) IN GENERAL.—Sixty-five percent of the 

limitation applicable under subsection (c) for 
any calendar year shall be allocated among 
the States under paragraph (2) by the Sec-
retary. The limitation amount allocated to a 
State under the preceding sentence shall be 
allocated by the State to issuers within such 
State and such allocations may be made only 
if there is an approved State application. 

‘‘(2) ALLOCATION FORMULA.—The amount to 
be allocated under paragraph (1) for any cal-
endar year shall be allocated among the 

States in proportion to the respective 
amounts each such State received for Basic 
Grants under subpart 2 of part A of title I of 
the Elementary and Secondary Education 
Act of 1965 (20 U.S.C. 6331 et seq.) for the 
most recent fiscal year ending before such 
calendar year. For purposes of the preceding 
sentence, Basic Grants attributable to large 
local educational agencies (as defined in sub-
section (e)) shall be disregarded. 

‘‘(3) MINIMUM ALLOCATIONS TO STATES.—
‘‘(A) IN GENERAL.—The Secretary shall ad-

just the allocations under this subsection for 
any calendar year for each State to the ex-
tent necessary to ensure that the sum of—

‘‘(i) the amount allocated to such State 
under this subsection for such year, and 

‘‘(ii) the aggregate amounts allocated 
under subsection (e) to large local edu-
cational agencies in such State for such 
year,

is not less than an amount equal to such 
State’s minimum percentage of the amount 
to be allocated under paragraph (1) for the 
calendar year. 

‘‘(B) MINIMUM PERCENTAGE.—A State’s min-
imum percentage for any calendar year is 
the minimum percentage described in sec-
tion 1124(d) of the Elementary and Secondary 
Education Act of 1965 (20 U.S.C. 6334(d)) for 
such State for the most recent fiscal year 
ending before such calendar year. 

‘‘(4) ALLOCATIONS TO CERTAIN POSSES-
SIONS.—The amount to be allocated under 
paragraph (1) to any possession of the United 
States other than Puerto Rico shall be the 
amount which would have been allocated if 
all allocations under paragraph (1) were 
made on the basis of respective populations 
of individuals below the poverty line (as de-
fined by the Office of Management and Budg-
et). In making other allocations, the amount 
to be allocated under paragraph (1) shall be 
reduced by the aggregate amount allocated 
under this paragraph to possessions of the 
United States. 

‘‘(5) ALLOCATIONS FOR INDIAN SCHOOLS.—In
addition to the amounts otherwise allocated 
under this subsection, $200,000,000 for cal-
endar year 2001, and $200,000,000 for calendar 
year 2005, shall be allocated by the Secretary 
of the Interior for purposes of the construc-
tion, rehabilitation, and repair of schools 
funded by the Bureau of Indian Affairs. In 
the case of amounts allocated under the pre-
ceding sentence, Indian tribal governments 
(as defined in section 7871) shall be treated as 
qualified issuers for purposes of this sub-
chapter.

‘‘(6) APPROVED STATE APPLICATION.—For
purposes of paragraph (1), the term ‘approved 
State application’ means an application 
which is approved by the Secretary of Edu-
cation and which includes—

‘‘(A) the results of a recent publicly-avail-
able survey (undertaken by the State with 
the involvement of local education officials, 
members of the public, and experts in school 
construction and management) of such 
State’s needs for public school facilities, in-
cluding descriptions of—

‘‘(i) health and safety problems at such fa-
cilities,

‘‘(ii) the capacity of public schools in the 
State to house projected enrollments, and 

‘‘(iii) the extent to which the public 
schools in the State offer the physical infra-
structure needed to provide a high-quality 
education to all students, and 

‘‘(B) a description of how the State will al-
locate to local educational agencies, or oth-
erwise use, its allocation under this sub-
section to address the needs identified under 

subparagraph (A), including a description of 
how it will—

‘‘(i) give highest priority to localities with 
the greatest needs, as demonstrated by inad-
equate school facilities coupled with a low 
level of resources to meet those needs, 

‘‘(ii) use its allocation under this sub-
section to assist localities that lack the fis-
cal capacity to issue bonds on their own, and 

‘‘(iii) ensure that its allocation under this 
subsection is used only to supplement, and 
not supplant, the amount of school construc-
tion, rehabilitation, and repair in the State 
that would have occurred in the absence of 
such allocation.

Any allocation under paragraph (1) by a 
State shall be binding if such State reason-
ably determined that the allocation was in 
accordance with the plan approved under 
this paragraph. 

‘‘(e) THIRTY-FIVE PERCENT OF LIMITATION
ALLOCATED AMONG LARGEST SCHOOL DIS-
TRICTS.—

‘‘(1) IN GENERAL.—Thirty-five percent of 
the limitation applicable under subsection 
(c) for any calendar year shall be allocated 
under paragraph (2) by the Secretary among 
local educational agencies which are large 
local educational agencies for such year. No 
qualified school construction bond may be 
issued by reason of an allocation to a large 
local educational agency under the preceding 
sentence unless such agency has an approved 
local application. 

‘‘(2) ALLOCATION FORMULA.—The amount to 
be allocated under paragraph (1) for any cal-
endar year shall be allocated among large 
local educational agencies in proportion to 
the respective amounts each such agency re-
ceived for Basic Grants under subpart 2 of 
part A of title I of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 6331 
et seq.) for the most recent fiscal year end-
ing before such calendar year. 

‘‘(3) ALLOCATION OF UNUSED LIMITATION TO
STATE.—The amount allocated under this 
subsection to a large local educational agen-
cy for any calendar year may be reallocated 
by such agency to the State in which such 
agency is located for such calendar year. 
Any amount reallocated to a State under the 
preceding sentence may be allocated as pro-
vided in subsection (d)(1). 

‘‘(4) LARGE LOCAL EDUCATIONAL AGENCY.—
For purposes of this section, the term ‘large 
local educational agency’ means, with re-
spect to a calendar year, any local edu-
cational agency if such agency is—

‘‘(A) among the 100 local educational agen-
cies with the largest numbers of children 
aged 5 through 17 from families living below 
the poverty level, as determined by the Sec-
retary using the most recent data available 
from the Department of Commerce that are 
satisfactory to the Secretary, or 

‘‘(B) 1 of not more than 25 local edu-
cational agencies (other than those described 
in subparagraph (A)) that the Secretary of 
Education determines (based on the most re-
cent data available satisfactory to the Sec-
retary) are in particular need of assistance, 
based on a low level of resources for school 
construction, a high level of enrollment 
growth, or such other factors as the Sec-
retary deems appropriate. 

‘‘(5) APPROVED LOCAL APPLICATION.—For
purposes of paragraph (1), the term ‘approved 
local application’ means an application 
which is approved by the Secretary of Edu-
cation and which includes—

‘‘(A) the results of a recent publicly-avail-
able survey (undertaken by the local edu-
cational agency or the State with the in-
volvement of school officials, members of the 
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public, and experts in school construction 
and management) of such agency’s needs for 
public school facilities, including descrip-
tions of—

‘‘(i) the overall condition of the local edu-
cational agency’s school facilities, including 
health and safety problems, 

‘‘(ii) the overcrowded conditions of the 
agency’s schools and the capacity of such 
schools to house projected enrollments, and 

‘‘(iii) the extent to which the agency’s 
schools offer the physical infrastructure 
needed to provide a high-quality education 
to all students, 

‘‘(B) a description of how the local edu-
cational agency will use its allocation under 
this subsection to address the needs identi-
fied under subparagraph (A), including a de-
scription of how the agency will—

‘‘(i) give high priority to localities with 
the greatest needs, as demonstrated by inad-
equate school facilities coupled with a low 
level of resources to meet those needs, 

‘‘(ii) use its allocation under this sub-
section to assist localities that lack the fis-
cal capacity to issue bonds on their own, 

‘‘(iii) ensure that its allocation under this 
subsection is used only to supplement, and 
not supplant, the amount of school construc-
tion, rehabilitation, and repair in the State 
that would have occurred in the absence of 
such allocation, and 

‘‘(iv) ensure that the needs of both rural 
and urban areas are recognized, and 

‘‘(C) a description of how the local edu-
cational agency will ensure that its alloca-
tion under this subsection is used only to 
supplement, and not supplant, the amount of 
school construction, rehabilitation, or repair 
in the locality that would have occurred in 
the absence of such allocation.

A rule similar to the rule of the last sen-
tence of subsection (d)(6) shall apply for pur-
poses of this paragraph. 

‘‘(f) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

‘‘(1) the amount allocated under subsection 
(d) to any State, exceeds

‘‘(2) the amount of bonds issued during 
such year which are designated under sub-
section (a) pursuant to such allocation,

the limitation amount under such subsection 
for such State for the following calendar 
year shall be increased by the amount of 
such excess. A similar rule shall apply to the 
amounts allocated under subsection (d)(5) or 
(e).

‘‘(g) SPECIAL RULES RELATING TO ARBI-
TRAGE.—

‘‘(1) IN GENERAL.—A bond shall not be 
treated as failing to meet the requirement of 
subsection (a)(1) solely by reason of the fact 
that the proceeds of the issue of which such 
bond is a part are invested for a temporary 
period (but not more than 36 months) until 
such proceeds are needed for the purpose for 
which such issue was issued. 

‘‘(2) BINDING COMMITMENT REQUIREMENT.—
Paragraph (1) shall apply to an issue only if, 
as of the date of issuance, there is a reason-
able expectation that—

‘‘(A) at least 10 percent of the proceeds of 
the issue will be spent within the 6-month 
period beginning on such date for the pur-
pose for which such issue was issued, and 

‘‘(B) the remaining proceeds of the issue 
will be spent with due diligence for such pur-
pose.

‘‘(3) EARNINGS ON PROCEEDS.—Any earnings 
on proceeds during the temporary period 
shall be treated as proceeds of the issue for 
purposes of applying subsection (a)(1) and 
paragraph (1) of this subsection. 

‘‘PART III—INCENTIVES FOR EDUCATION 
ZONES

‘‘Sec. 1400H. Qualified zone academy bonds.
‘‘SEC. 1400H. QUALIFIED ZONE ACADEMY BONDS. 

‘‘(a) QUALIFIED ZONE ACADEMY BOND.—For
purposes of this subchapter—

‘‘(1) IN GENERAL.—The term ‘qualified zone 
academy bond’ means any bond issued as 
part of an issue if—

‘‘(A) 95 percent or more of the proceeds of 
such issue are to be used for a qualified pur-
pose with respect to a qualified zone acad-
emy established by a local educational agen-
cy,

‘‘(B) the bond is issued by a State or local 
government within the jurisdiction of which 
such academy is located, 

‘‘(C) the issuer—
‘‘(i) designates such bond for purposes of 

this section, 
‘‘(ii) certifies that it has written assur-

ances that the private business contribution 
requirement of paragraph (2) will be met 
with respect to such academy, and 

‘‘(iii) certifies that it has the written ap-
proval of the local educational agency for 
such bond issuance, and 

‘‘(D) the term of each bond which is part of 
such issue does not exceed 15 years. 
Rules similar to the rules of section 1400G(g) 
shall apply for purposes of paragraph (1). 

‘‘(2) PRIVATE BUSINESS CONTRIBUTION RE-
QUIREMENT.—

‘‘(A) IN GENERAL.—For purposes of para-
graph (1), the private business contribution 
requirement of this paragraph is met with 
respect to any issue if the local educational 
agency that established the qualified zone 
academy has written commitments from pri-
vate entities to make qualified contributions 
having a present value (as of the date of 
issuance of the issue) of not less than 10 per-
cent of the proceeds of the issue.

‘‘(B) QUALIFIED CONTRIBUTIONS.—For pur-
poses of subparagraph (A), the term ‘quali-
fied contribution’ means any contribution 
(of a type and quality acceptable to the local 
educational agency) of—

‘‘(i) equipment for use in the qualified zone 
academy (including state-of-the-art tech-
nology and vocational equipment), 

‘‘(ii) technical assistance in developing 
curriculum or in training teachers in order 
to promote appropriate market driven tech-
nology in the classroom, 

‘‘(iii) services of employees as volunteer 
mentors,

‘‘(iv) internships, field trips, or other edu-
cational opportunities outside the academy 
for students, or 

‘‘(v) any other property or service specified 
by the local educational agency. 

‘‘(3) QUALIFIED ZONE ACADEMY.—The term 
‘qualified zone academy’ means any public 
school (or academic program within a public 
school) which is established by and operated 
under the supervision of a local educational 
agency to provide education or training 
below the postsecondary level if—

‘‘(A) such public school or program (as the 
case may be) is designed in cooperation with 
business to enhance the academic cur-
riculum, increase graduation and employ-
ment rates, and better prepare students for 
the rigors of college and the increasingly 
complex workforce, 

‘‘(B) students in such public school or pro-
gram (as the case may be) will be subject to 
the same academic standards and assess-
ments as other students educated by the 
local educational agency, 

‘‘(C) the comprehensive education plan of 
such public school or program is approved by 
the local educational agency, and 

‘‘(D)(i) such public school is located in an 
empowerment zone or enterprise community 
(including any such zone or community des-
ignated after the date of the enactment of 
this section), or 

‘‘(ii) there is a reasonable expectation (as 
of the date of issuance of the bonds) that at 
least 35 percent of the students attending 
such school or participating in such program 
(as the case may be) will be eligible for free 
or reduced-cost lunches under the school 
lunch program established under the Na-
tional School Lunch Act. 

‘‘(4) QUALIFIED PURPOSE.—The term ‘quali-
fied purpose’ means, with respect to any 
qualified zone academy—

‘‘(A) constructing, rehabilitating, or re-
pairing the public school facility in which 
the academy is established, 

‘‘(B) acquiring the land on which such fa-
cility is to be constructed with part of the 
proceeds of such issue, 

‘‘(C) providing equipment for use at such 
academy,

‘‘(D) developing course materials for edu-
cation to be provided at such academy, and 

‘‘(E) training teachers and other school 
personnel in such academy. 

‘‘(b) LIMITATIONS ON AMOUNT OF BONDS
DESIGNATED.—

‘‘(1) IN GENERAL.—There is a national zone 
academy bond limitation for each calendar 
year. Such limitation is—

‘‘(A) $400,000,000 for 1998, 
‘‘(B) $400,000,000 for 1999, 
‘‘(C) $400,000,000 for 2001, 
‘‘(D) $400,000,000 for 2005, and 
‘‘(E) except as provided in paragraph (3), 

zero after 1999 and before 2001, zero after 2001 
and before 2005, and zero after 2005. 

‘‘(2) ALLOCATION OF LIMITATION.—
‘‘(A) ALLOCATION AMONG STATES.—
‘‘(i) 1998 and 1999 LIMITATIONS.—The na-

tional zone academy bond limitations for 
calendar years 1998 and 1999 shall be allo-
cated by the Secretary among the States on 
the basis of their respective populations of 
individuals below the poverty line (as de-
fined by the Office of Management and Budg-
et).

‘‘(ii) LIMITATION AFTER 1999.—The national 
zone academy bond limitation for any cal-
endar year after 1999 shall be allocated by 
the Secretary among the States in the man-
ner prescribed by section 1400G(d); except 
that in making the allocation under this 
clause, the Secretary shall take into ac-
count—

‘‘(I) Basic Grants attributable to large 
local educational agencies (as defined in sec-
tion 1400G(e)(4)). 

‘‘(II) the national zone academy bond limi-
tation.

‘‘(B) ALLOCATION TO LOCAL EDUCATIONAL
AGENCIES.—The limitation amount allocated 
to a State under subparagraph (A) shall be 
allocated by the State education agency to 
qualified zone academies within such State. 

‘‘(C) DESIGNATION SUBJECT TO LIMITATION
AMOUNT.—The maximum aggregate face 
amount of bonds issued during any calendar 
year which may be designated under sub-
section (a) with respect to any qualified zone 
academy shall not exceed the limitation 
amount allocated to such academy under 
subparagraph (B) for such calendar year. 

‘‘(3) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

‘‘(A) the limitation amount under this sub-
section for any State, exceeds 

‘‘(B) the amount of bonds issued during 
such year which are designated under sub-
section (a) (or the corresponding provisions 
of prior law) with respect to qualified zone 
academies within such State, 
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the limitation amount under this subsection 
for such State for the following calendar 
year shall be increased by the amount of 
such excess.’’

(b) REPORTING.—Subsection (d) of section 
6049 of the Internal Revenue Code of 1986 (re-
lating to returns regarding payments of in-
terest) is amended by adding at the end the 
following new paragraph: 

‘‘(8) REPORTING OF CREDIT ON QUALIFIED
PUBLIC SCHOOL MODERNIZATION BONDS.—

‘‘(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes 
amounts includible in gross income under 
section 1400F(f) and such amounts shall be 
treated as paid on the credit allowance date 
(as defined in section 1400F(d)(2)). 

‘‘(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations, 
in the case of any interest described in sub-
paragraph (A) of this paragraph, subsection 
(b)(4) of this section shall be applied without 
regard to subparagraphs (A), (H), (I), (J), (K), 
and (L)(i). 

‘‘(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are 
necessary or appropriate to carry out the 
purposes of this paragraph, including regula-
tions which require more frequent or more 
detailed reporting.’’

(c) CONFORMING AMENDMENTS.—
(1) Subchapter U of chapter 1 of the Inter-

nal Revenue Code of 1986 is amended by 
striking part IV, by redesignating part V as 
part IV, and by redesignating section 1397F 
as section 1397E. 

(2) The table of subchapters for chapter 1 of 
such Code is amended by adding at the end 
the following new item:

‘‘Subchapter X. Public school modernization 
provisions.’’

(3) The table of parts of subchapter U of 
chapter 1 of such Code is amended by strik-
ing the last 2 items and inserting the fol-
lowing item:

‘‘Part IV. Regulations.’’
(d) USE OF NET PROCEEDS.—Notwith-

standing any other provision of law—
(1) section 439(a) of the General Education 

Provisions Act shall apply with respect to 
the construction, reconstruction, rehabilita-
tion, or repair of any school facility to the 
extent funded by net proceeds obtained 
through any provision enacted or amended 
by this Act, and 

(2) such net proceeds may not be used to 
fund the construction, reconstruction, reha-
bilitation, or repair of any stadium or other 
facility primarily used for athletic or non-
academic events. 

(e) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to obligations issued 
after December 31, 1999. 

(2) REPEAL OF RESTRICTION ON ZONE ACAD-
EMY BOND HOLDERS.—In the case of bonds to 
which section 1397E of the Internal Revenue 
Code of 1986 (as in effect before the date of 
the enactment of this Act) applies, the limi-
tation of such section to eligible taxpayers 
(as defined in subsection (d)(6) of such sec-
tion) shall not apply after the date of the en-
actment of this Act. 
SEC. 602. MODIFICATIONS TO QUALIFIED TUI-

TION PROGRAMS. 
(a) ELIGIBLE EDUCATIONAL INSTITUTIONS

PERMITTED TO MAINTAIN QUALIFIED TUITION
PROGRAMS.—

(1) IN GENERAL.—Section 529(b)(1) (defining 
qualified State tuition program) is amended 
by inserting ‘‘or by 1 or more eligible edu-
cational institutions’’ after ‘‘maintained by 

a State or agency or instrumentality there-
of ’’. 

(2) PRIVATE QUALIFIED TUITION PROGRAMS
LIMITED TO BENEFIT PLANS.—Clause (ii) of 
section 529(b)(1)(A) is amended by inserting 
‘‘in the case of a program established and 
maintained by a State or agency or instru-
mentality thereof,’’ before ‘‘may make’’. 

(3) CONFORMING AMENDMENTS.—
(A) Sections 72(e)(9), 135(c)(2)(C), 

135(d)(1)(D), 529, 530(b)(2)(B), 4973(e), and 
6693(a)(2)(C) are each amended by striking 
‘‘qualified State tuition’’ each place it ap-
pears and inserting ‘‘qualified tuition’’. 

(B) The headings for sections 72(e)(9) and 
135(c)(2)(C) are each amended by striking 
‘‘QUALIFIED STATE TUITION’’ and inserting 
‘‘QUALIFIED TUITION’’.

(C) The headings for sections 529(b) and 
530(b)(2)(B) are each amended by striking 
‘‘QUALIFIED STATE TUITION’’ and inserting 
‘‘QUALIFIED TUITION’’.

(D) The heading for section 529 is amended 
by striking ‘‘state’’.

(E) The item relating to section 529 in the 
table of sections for part VIII of subchapter 
F of chapter 1 is amended by striking 
‘‘State’’.

(b) EXCLUSION FROM GROSS INCOME OF EDU-
CATION DISTRIBUTIONS FROM QUALIFIED TUI-
TION PROGRAMS.—

(1) IN GENERAL.—Section 529(c)(3)(B) (relat-
ing to distributions) is amended to read as 
follows:

‘‘(B) DISTRIBUTIONS FOR QUALIFIED HIGHER
EDUCATION EXPENSES.—For purposes of this 
paragraph—

‘‘(i) IN-KIND DISTRIBUTIONS.—No amount 
shall be includible in gross income under 
subparagraph (A) by reason of a distribution 
which consists of providing a benefit to the 
distributee which, if paid for by the dis-
tributee, would constitute payment of a 
qualified higher education expense. 

‘‘(ii) CASH DISTRIBUTIONS.—In the case of 
distributions not described in clause (i), if—

‘‘(I) such distributions do not exceed the 
qualified higher education expenses (reduced 
by expenses described in clause (i)), no 
amount shall be includible in gross income, 
and

‘‘(II) in any other case, the amount other-
wise includible in gross income shall be re-
duced by an amount which bears the same 
ratio to such amount as such expenses bear 
to such distributions. 

‘‘(iii) EXCEPTION FOR INSTITUTIONAL PRO-
GRAMS.—In the case of any taxable year be-
ginning before January 1, 2004, clauses (i) 
and (ii) shall not apply with respect to any 
distribution during such taxable year under 
a qualified tuition program established and 
maintained by 1 or more eligible educational 
institutions.

‘‘(iv) TREATMENT AS DISTRIBUTIONS.—Any
benefit furnished to a designated beneficiary 
under a qualified tuition program shall be 
treated as a distribution to the beneficiary 
for purposes of this paragraph. 

‘‘(v) COORDINATION WITH HOPE AND LIFETIME
LEARNING CREDITS.—The total amount of 
qualified higher education expenses with re-
spect to an individual for the taxable year 
shall be reduced—

‘‘(I) as provided in section 25A(g)(2), and 
‘‘(II) by the amount of such expenses which 

were taken into account in determining the 
credit allowed to the taxpayer or any other 
person under section 25A. 

‘‘(vi) COORDINATION WITH EDUCATION INDI-
VIDUAL RETIREMENT ACCOUNTS.—If, with re-
spect to an individual for any taxable year—

‘‘(I) the aggregate distributions to which 
clauses (i) and (ii) and section 530(d)(2)(A) 
apply, exceed 

‘‘(II) the total amount of qualified higher 
education expenses otherwise taken into ac-
count under clauses (i) and (ii) (after the ap-
plication of clause (v)) for such year, 
the taxpayer shall allocate such expenses 
among such distributions for purposes of de-
termining the amount of the exclusion under 
clauses (i) and (ii) and section 530(d)(2)(A).’’

(2) CONFORMING AMENDMENTS.—
(A) Section 135(d)(2)(B) is amended by 

striking ‘‘the exclusion under section 
530(d)(2)’’ and inserting ‘‘the exclusions 
under sections 529(c)(3)(B)(i) and 530(d)(2)’’. 

(B) Section 221(e)(2)(A) is amended by in-
serting ‘‘529,’’ after ‘‘135,’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999. 
SEC. 603. ELIMINATION OF 60-MONTH LIMIT ON 

STUDENT LOAN INTEREST DEDUC-
TION.

(a) ELIMINATION OF 60-MONTH LIMIT.—Sec-
tion 221 (relating to interest on education 
loans) is amended by striking subsection (d) 
and by redesignating subsections (e), (f), and 
(g) as subsections (d), (e), and (f), respec-
tively.

(b) CONFORMING AMENDMENT.—Section
6050S(e) is amended by striking ‘‘section 
221(e)(1)’’ and inserting ‘‘section 221(d)(1)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply with re-
spect to any loan interest paid after Decem-
ber 31, 1999, in taxable years ending after 
such date. 
SEC. 604. ADDITIONAL INCREASE IN ARBITRAGE 

REBATE EXCEPTION FOR GOVERN-
MENTAL BONDS USED TO FINANCE 
EDUCATIONAL FACILITIES. 

(a) IN GENERAL.—Section 148(f)(4)(D)(vii) 
(relating to increase in exception for bonds 
financing public school capital expenditures) 
is amended by striking ‘‘$5,000,000’’ the sec-
ond place it appears and inserting 
‘‘$10,000,000’’.

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to obliga-
tions issued in calendar years beginning 
after December 31, 2000. 
SEC. 605. TREATMENT OF QUALIFIED PUBLIC 

EDUCATIONAL FACILITY BONDS AS 
EXEMPT FACILITY BONDS. 

(a) TREATMENT AS EXEMPT FACILITY
BOND.—Subsection (a) of section 142 (relating 
to exempt facility bond) is amended by strik-
ing ‘‘or’’ at the end of paragraph (11), by 
striking the period at the end of paragraph 
(12) and inserting ‘‘, or’’, and by adding at 
the end the following new paragraph: 

‘‘(13) qualified public educational facili-
ties.’’

(b) QUALIFIED PUBLIC EDUCATIONAL FACILI-
TIES.—Section 142 (relating to exempt facil-
ity bond) is amended by adding at the end 
the following new subsection: 

‘‘(k) QUALIFIED PUBLIC EDUCATIONAL FA-
CILITIES.—

‘‘(1) IN GENERAL.—For purposes of sub-
section (a)(13), the term ‘qualified public 
educational facility’ means any school facil-
ity which is—

‘‘(A) part of a public elementary school or 
a public secondary school, and 

‘‘(B) owned by a private, for-profit corpora-
tion pursuant to a public-private partnership 
agreement with a State or local educational 
agency described in paragraph (2). 

‘‘(2) PUBLIC-PRIVATE PARTNERSHIP AGREE-
MENT DESCRIBED.—A public-private partner-
ship agreement is described in this para-
graph if it is an agreement—

‘‘(A) under which the corporation agrees—
‘‘(i) to do 1 or more of the following: con-

struct, rehabilitate, refurbish, or equip a 
school facility, and 
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‘‘(ii) at the end of the term of the agree-

ment, to transfer the school facility to such 
agency for no additional consideration, and 

‘‘(B) the term of which does not exceed the 
last maturity date of any bond which is a 
part of the issue to be used to finance the ac-
tivities described in subparagraph (A)(i). 

‘‘(3) SCHOOL FACILITY.—For purposes of this 
subsection, the term ‘school facility’ 
means—

‘‘(A) school buildings, 
‘‘(B) functionally related and subordinate 

facilities and land with respect to such build-
ings, including any stadium or other facility 
primarily used for school events, and 

‘‘(C) any property, to which section 168 ap-
plies (or would apply but for section 179), for 
use in the facility.

‘‘(4) PUBLIC SCHOOLS.—For purposes of this 
subsection, the terms ‘elementary school’ 
and ‘secondary school’ have the meanings 
given such terms by section 14101 of the Ele-
mentary and Secondary Education Act of 
1965 (20 U.S.C. 8801), as in effect on the date 
of the enactment of this subsection. 

‘‘(5) ANNUAL AGGREGATE FACE AMOUNT OF
TAX-EXEMPT FINANCING.—

‘‘(A) IN GENERAL.—An issue shall not be 
treated as an issue described in subsection 
(a)(13) if the aggregate face amount of bonds 
issued by the State pursuant thereto (when 
added to the aggregate face amount of bonds 
previously so issued during the calendar 
year) exceeds an amount equal to the greater 
of—

‘‘(i) $10 multiplied by the State population, 
or

‘‘(ii) $5,000,000. 
‘‘(B) ALLOCATION RULES.—
‘‘(i) IN GENERAL.—Except as otherwise pro-

vided in this subparagraph, the State may 
allocate the amount described in subpara-
graph (A) for any calendar year in such man-
ner as the State determines appropriate.

‘‘(ii) RULES FOR CARRYFORWARD OF UNUSED
LIMITATION.—A State may elect to carry for-
ward an unused limitation for any calendar 
year for 3 calendar years following the cal-
endar year in which the unused limitation 
arose under rules similar to the rules of sec-
tion 146(f), except that the only purpose for 
which the carryforward may be elected is the 
issuance of exempt facility bonds described 
in subsection (a)(13).’’

(c) EXEMPTION FROM GENERAL STATE VOL-
UME CAPS.—Paragraph (3) of section 146(g) 
(relating to exception for certain bonds) is 
amended—

(1) by striking ‘‘or (12)’’ and inserting ‘‘(12), 
or (13)’’, and 

(2) by striking ‘‘and environmental en-
hancements of hydroelectric generating fa-
cilities’’ and inserting ‘‘environmental en-
hancements of hydroelectric generating fa-
cilities, and qualified public educational fa-
cilities’’.

(d) EXEMPTION FROM LIMITATION ON USE
FOR LAND ACQUISITION.—Section 147(h) (relat-
ing to certain rules not to apply to mortgage 
revenue bonds, qualified student loan bonds, 
and qualified 501(c)(3) bonds) is amended by 
adding at the end the following new para-
graph:

‘‘(3) EXEMPT FACILITY BONDS FOR QUALIFIED
PUBLIC-PRIVATE SCHOOLS.—Subsection (c) 
shall not apply to any exempt facility bond 
issued as part of an issue described in section 
142(a)(13) (relating to qualified public edu-
cational facilities).’’

(e) CONFORMING AMENDMENT.—The heading 
for section 147(h) is amended by striking 
‘‘MORTGAGE REVENUE BONDS, QUALIFIED STU-
DENT LOAN BONDS, AND QUALIFIED 501(c)(3)
BONDS’’ and inserting ‘‘CERTAIN BONDS’’.

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to bonds 
issued after December 31, 2000. 
SEC. 606. PERMANENT EXTENSION OF EXCLU-

SION FOR EMPLOYER-PROVIDED 
EDUCATIONAL ASSISTANCE. 

(a) IN GENERAL.—Section 127 (relating to 
exclusion for educational assistance pro-
grams) is amended by striking subsection 
(d).

(b) REPEAL OF LIMITATION ON GRADUATE
EDUCATION.—

(1) IN GENERAL.—The last sentence of sec-
tion 127(c)(1) is amended by striking ‘‘, and 
such term also does not include any payment 
for, or the provision of any benefits with re-
spect to, any graduate level course of a kind 
normally taken by an individual pursuing a 
program leading to a law, business, medical, 
or other advanced academic or professional 
degree’’.

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply with re-
spect to expenses relating to courses begin-
ning after December 31, 1999. 
SEC. 607. EXPANSION OF DEDUCTION FOR COM-

PUTER DONATIONS TO SCHOOLS. 
(a) IN GENERAL.—Section 170(e)(6)(A) (re-

lating to limit on reduction) is amended by 
inserting ‘‘(determined by substituting ‘90 
percent’ for ‘one-half’’ in clause (i) and with-
out regard to clause (ii) thereof)’’ after 
‘‘paragraph (3)(B)’’. 

(b) REACQUIRED COMPUTERS ELIGIBLE FOR
DONATION.—

(1) IN GENERAL.—Section 170(e)(6)(B)(iii) 
(defining qualified elementary or secondary 
educational contribution) is amended by in-
serting ‘‘, the person from whom the donor 
reacquires the property,’’ after ‘‘the donor’’. 

(2) REACQUIRED COMPUTER EQUIVALENT TO
NEW COMPUTER.—Section 170(e)(6)(B) is 
amended by striking ‘‘and’’ at the end of 
clause (vi), by redesignating clause (vii) as 
clause (viii), and by inserting after clause 
(vi) the following: 

‘‘(vii) the contribution of any reacquired 
computer technology or equipment is made 
only after such computer technology or 
equipment is refurbished to a standard 
equivalent to newly constructed computer 
technology or equipment, and’’. 

(3) CONFORMING AMENDMENT.—Section
170(e)(6)(B)(ii) is amended by inserting ‘‘or 
reaquired’’ after ‘‘acquired’’. 

(c) EXTENSION OF DEDUCTION.—Section
170(e)(6)(F) (relating to termination) is 
amended by striking ‘‘2000’’ and inserting 
‘‘2001’’.

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to contribu-
tions made after December 31, 1999. 
SEC. 608. CREDIT FOR INFORMATION TECH-

NOLOGY TRAINING PROGRAM EX-
PENSES.

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness-related credits) is amended by adding at 
the end the following: 
‘‘SEC. 45D. INFORMATION TECHNOLOGY TRAIN-

ING PROGRAM EXPENSES. 
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, in the case of an employer, the infor-
mation technology training program credit 
determined under this section is an amount 
equal to 20 percent of information tech-
nology training program expenses paid or in-
curred by the taxpayer during the taxable 
year.

‘‘(b) ADDITIONAL CREDIT PERCENTAGE FOR
CERTAIN PROGRAMS.—The percentage under 
subsection (a) shall be increased by 5 per-
centage points for information technology 
training program expenses paid or incurred—

‘‘(1) by the taxpayer with respect to a pro-
gram operated in—

‘‘(A) an empowerment zone or enterprise 
community designated under part I of sub-
chapter U, 

‘‘(B) a school district in which at least 50 
percent of the students attending schools in 
such district are eligible for free or reduced-
cost lunches under the school lunch program 
established under the National School Lunch 
Act,

‘‘(C) an area designated as a disaster area 
by the Secretary of Agriculture or by the 
President under the Disaster Relief and 
Emergency Assistance Act in the taxable 
year or the 4 preceding taxable years, 

‘‘(D) a rural enterprise community des-
ignated under section 766 of the Agriculture, 
Rural Development, Food and Drug Adminis-
tration, and Related Agencies Appropria-
tions Act, 1999, 

‘‘(E) an area designated by the Secretary of 
Agriculture as a Rural Economic Area Part-
nership Zone, or 

‘‘(F) an area designated by the Secretary of 
Agriculture as a Champion Community, or 

‘‘(2) by a small employer. 
‘‘(c) LIMITATION.—The amount of informa-

tion technology training program expenses 
with respect to an individual which may be 
taken into account under subsection (a) for 
the taxable year shall not exceed $6,000. 

‘‘(d) INFORMATION TECHNOLOGY TRAINING
PROGRAM EXPENSES.—For purposes of this 
section—

‘‘(1) IN GENERAL.—The term ‘information 
technology training program expenses’ 
means expenses paid or incurred by reason of 
the participation of the employer in any in-
formation technology training program. 

‘‘(2) INFORMATION TECHNOLOGY TRAINING
PROGRAM.—The term ‘information tech-
nology training program’ means a program—

‘‘(A) for the training of—
‘‘(i) computer programmers, systems ana-

lysts, and computer scientists or engineers 
(as such occupations are defined by the Bu-
reau of Labor Statistics), and 

‘‘(ii) such other occupations as determined 
by the Secretary, after consultation with a 
working group broadly solicited by the Sec-
retary and open to all interested information 
technology entities and trade and profes-
sional associations, 

‘‘(B) involving a partnership of—
‘‘(i) employers, and 
‘‘(ii) State training programs, school dis-

tricts, university systems, tribal colleges, or 
certified commercial information technology 
training providers, and 

‘‘(C) at least 50 percent of the costs of 
which is paid or incurred by the employers. 

‘‘(3) CERTIFIED COMMERCIAL INFORMATION
TECHNOLOGY TRAINING PROVIDER.—The term 
‘certified commercial information tech-
nology training providers’ means a private 
sector provider of educational products and 
services utilized for training in information 
technology which is certified with respect 
to—

‘‘(A) the curriculum that is used for the 
training, or 

‘‘(B) the technical knowledge of the in-
structors of such provider, 
by 1 or more software publishers or hardware 
manufacturers the products of which are a 
subject of the training. 

‘‘(e) SMALL EMPLOYER.—For purposes of 
this section, the term ‘small employer’ 
means, with respect to any calendar year, 
any employer if such employer employed 200 
or fewer employees on each business day in 
each of 20 or more calendar weeks in such 
year or the preceding calendar year. 
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‘‘(f) DENIAL OF DOUBLE BENEFIT.—No de-

duction or credit under any other provision 
of this chapter shall be allowed with respect 
to information technology training program 
expenses (determined without regard to the 
limitation under subsection (c)). 

‘‘(g) CERTAIN RULES MADE APPLICABLE.—For
purposes of this section, rules similar to the 
rules of section 45A(e)(2) and subsections (c), 
(d), and (e) of section 52 shall apply.’’

(b) CREDIT TO BE PART OF GENERAL BUSI-
NESS CREDIT.—Section 38(b) (relating to cur-
rent year business credit), as amended by 
section 205(b)(1), is amended by striking 
‘‘plus’’ at the end of paragraph (12), by strik-
ing the period at the end of paragraph (13) 
and inserting ‘‘, plus’’, and by adding at the 
end the following: 

‘‘(14) the information technology training 
program credit determined under section 
45D.’’

(c) NO CARRYBACKS.—Subsection (d) of sec-
tion 39 (relating to carryback and 
carryforward of unused credits), as amended 
by section 205(c), is amended by adding at 
the end the following: 

‘‘(10) NO CARRYBACK OF SECTION 45D CREDIT
BEFORE EFFECTIVE DATE.—No portion of the 
unused business credit for any taxable year 
which is attributable to the information 
technology training program credit deter-
mined under section 45D may be carried back 
to a taxable year ending before the date of 
the enactment of section 45D.’’

(d) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding 
at the end the following:

‘‘Sec. 45D. Information technology training 
program expenses.’’

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 609. CHARITABLE CONTRIBUTIONS TO CER-

TAIN LOW INCOME SCHOOLS MAY BE 
MADE IN NEXT TAXABLE YEAR. 

(a) IN GENERAL.—Section 170(f) (relating to 
disallowance of deduction in certain cases 
and special rules) is amended by adding at 
the end the following new paragraph: 

‘‘(10) TIME WHEN CERTAIN CONTRIBUTIONS
DEEMED MADE.—

‘‘(A) IN GENERAL.—At the election of the 
taxpayer, a qualified low-income school con-
tribution shall be deemed to be made on the 
last day of the preceding taxable year if the 
contribution is made on account of such tax-
able year and is made not later than the 
time prescribed by law for filing the return 
for such taxable year (not including exten-
sions thereof). The election may be made at 
the time of the filing of the return for such 
table year, and shall be made and substan-
tiated in such manner as the Secretary shall 
by regulations prescribe. 

‘‘(B) QUALIFIED LOW-INCOME SCHOOL CON-
TRIBUTION.—For purposes of subparagraph 
(A), the term ‘qualified low-income school 
contribution’ means a charitable contribu-
tion to an educational organization de-
scribed in subsection (b)(1)(A)(ii)—

‘‘(i) which is a public, private, or sectarian 
school which provides elementary or sec-
ondary education (through grade 12), as de-
termined under State law, and 

‘‘(ii) with respect to which at least 50 per-
cent of the students attending such school 
are eligible for free or reduced-cost lunches 
under the school lunch program established 
under the National School Lunch Act.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 

SEC. 610. EXCLUSION OF NATIONAL SERVICE 
EDUCATIONAL AWARDS. 

(a) IN GENERAL.—Section 117 (relating to 
qualified scholarships) is amended by adding 
at the end the following: 

‘‘(e) QUALIFIED NATIONAL SERVICE EDU-
CATIONAL AWARDS.—

‘‘(1) IN GENERAL.—Gross income for any 
taxable year shall not include any qualified 
national service educational award. 

‘‘(2) QUALIFIED NATIONAL SERVICE EDU-
CATIONAL AWARD.—For purposes of this sub-
section—

‘‘(A) IN GENERAL.—The term ‘qualified na-
tional service educational award’ means any 
amount received by an individual in a tax-
able year as a national service educational 
award or other amount under section 148 of 
the National and Community Service Act of 
1990 (42 U.S.C. 12604) to the extent the indi-
vidual establishes that, in accordance with 
the conditions of such award or other 
amount, such award or other amount was 
used for qualified tuition and related ex-
penses (as defined in subsection (b)(2)) of the 
individual.

‘‘(B) LIMITATION.—The total amount of the 
qualified tuition and related expenses (as so 
defined) which may be taken into account 
under subparagraph (A) with respect to an 
individual shall be reduced by the amount of 
such expenses which were taken into account 
in determining the credit allowed to the tax-
payer or any other person under section 25A 
with respect to such expenses in any taxable 
year.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to amounts 
received in taxable years beginning after De-
cember 31, 1999. 

TITLE VII—ENVIRONMENTAL 
CONSERVATION AND PROTECTION 

Subtitle A—Better America Bonds 
SEC. 701. CREDIT FOR HOLDERS OF BETTER 

AMERICA BONDS. 
(a) IN GENERAL.—Part IV of subchapter A 

of chapter 1 of the Internal Revenue Code of 
1986 (relating to credits against tax) is 
amended by adding at the end the following 
new subpart:

‘‘Subpart H—Nonrefundable Credit for 
Holders of Better America Bonds

‘‘Sec. 54. Credit to holders of Better America 
bonds.

‘‘SEC. 54. CREDIT TO HOLDERS OF BETTER AMER-
ICA BONDS. 

‘‘(a) ALLOWANCE OF CREDIT.—In the case of 
a taxpayer who holds a Better America bond 
on a credit allowance date which occurs dur-
ing the taxable year, there shall be allowed 
as a credit against the tax imposed by this 
chapter for such taxable year an amount 
equal to the sum of the credits determined 
under subsection (b) with respect to credit 
allowance dates during such year on which 
the taxpayer holds such bonds. 

‘‘(b) AMOUNT OF CREDIT.—
‘‘(1) IN GENERAL.—The amount of the credit 

determined under this subsection with re-
spect to any credit allowance date for a Bet-
ter America bond is an amount equal to the 
product of—

‘‘(A) the credit rate determined by the Sec-
retary under paragraph (2), multiplied by 

‘‘(B) the face amount of the bond held by 
the taxpayer on the credit allowance date. 

‘‘(2) DETERMINATION.—During each cal-
endar month, the Secretary shall determine 
a credit rate which shall apply to bonds 
issued during the following calendar month. 
The credit rate for any 3-month period end-
ing on a credit allowance date is the percent-
age which the Secretary estimates will on 

average equal the yield on corporate bonds 
outstanding on the day before the date of 
such determination. 

‘‘(3) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is 
issued during the 3-month period ending on a 
credit allowance date, the amount of the 
credit determined under this subsection with 
respect to such credit allowance date shall 
be a ratable portion of the credit otherwise 
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the 
bond is redeemed. 

‘‘(c) LIMITATION BASED ON AMOUNT OF

TAX.—
‘‘(1) IN GENERAL.—The credit allowed under 

subsection (a) for any taxable year shall not 
exceed the excess of—

‘‘(A) the sum of the regular tax liability 
(as defined in section 26(b)) plus the tax im-
posed by section 55, over 

‘‘(B) the sum of the credits allowable under 
this part (other than this subpart and sub-
part C). 

‘‘(2) CARRYFORWARD OF UNUSED CREDIT.—If
the credit allowable under subsection (a) ex-
ceeds the limitation imposed by paragraph 
(1) for such taxable year, such excess shall be 
carried to each of the 5 taxable years fol-
lowing the unused credit year and added to 
the credit allowable under subsection (a) for 
each such taxable year, subject to the appli-
cation of paragraph (1) to such taxable year. 

‘‘(d) BETTER AMERICA BOND.—For purposes 
of this section—

‘‘(1) IN GENERAL.—The term ‘Better Amer-
ica bond’ means any bond issued as part of 
an issue if—

‘‘(A) 95 percent or more of the proceeds of 
such issue are to be used for a qualified envi-
ronmental infrastructure project, 

‘‘(B) the bond is issued by a State or local 
government,

‘‘(C) the issuer—
‘‘(i) designates such bond for purposes of 

this section, 
‘‘(ii) has a reasonable expectation that at 

least 10 percent of the proceeds of such issue 
will be spent for qualifying environmental 
infrastructure projects within 6 months of 
the date such bonds are issued, 

‘‘(iii) certifies such proceeds will be used 
with due diligence for qualified environ-
mental infrastructure projects, and 

‘‘(iv) has a reasonable expectation that any 
property acquired or improved in connection 
with the proceeds of such issue, other than 
property improved in connection with a 
qualified environmental infrastructure 
project described in paragraph (2)(A)(v), shall 
continue to be dedicated to a qualified use 
for a period of not less than 15 years from the 
date of such issue, 

‘‘(D) such bond satisfies public approval re-
quirements similar to the requirements of 
section 147(f)(2), 

‘‘(E) except as provided in paragraph (4)(B), 
the payment of the principal of such issue is 
secured by taxes of general applicability im-
posed by a general purpose governmental 
unit, and 

‘‘(F) the term of each bond which is part of 
such issue does not exceed 15 years. 

‘‘(2) QUALIFIED ENVIRONMENTAL INFRA-
STRUCTURE PROJECT.—

‘‘(A) IN GENERAL.—The term ‘qualified en-
vironmental infrastructure project’ means—

‘‘(i) acquisition of qualified property for 
use as open space, wetlands, public parks, or 
greenways, or to improve access to public 
lands by non-motorized means, 
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‘‘(ii) construction, rehabilitation, or repair 

of a visitor facility in connection with quali-
fied property, including nature centers, 
campgrounds, and hiking or biking trails, 

‘‘(iii) remediation of qualified property to 
enhance water quality by—

‘‘(I) restoring natural hydrology or plant-
ing trees and streamside vegetation, 

‘‘(II) controlling erosion, 
‘‘(III) restoring wetlands, or 
‘‘(IV) treating conditions caused by the 

prior disposal of toxic or other waste, 
‘‘(iv) acquisition of a qualified easement in 

order to maintain the use and character of 
the property in connection to which such 
easement is granted as open space, including 
an easement to allow access to public land 
by non-motorized means, and 

‘‘(v) environmental assessment and reme-
diation of real property and public infra-
structure owned by a governmental unit and 
located in an area where or on which there 
has been a release (or threat of release) or 
disposal of any hazardous substance (within 
the meaning of section 198), not including 
any property described in subparagraph (D). 

‘‘(B) QUALIFIED PROPERTY.—The term 
‘qualified property’ means real property—

‘‘(i) which is, or is to be, owned by—
‘‘(I) a governmental unit, or 
‘‘(II) an organization described in section 

501(c)(3) and exempt from taxation under sec-
tion 501(a) and which has as one if its pur-
poses environmental preservation, and 

‘‘(ii) which is reasonably anticipated to be 
available for use by members of the general 
public, unless such use would change the 
character of the property and be contrary to 
the qualified use of the property. 

‘‘(C) SAFE HARBOR FOR MANAGEMENT CON-
TRACTS.—For purposes of subparagraph (B), 
property shall not be treated as qualified 
property if any rights or benefits of such 
property inure to a private person other than 
rights or benefits under a management con-
tract or similar type of operating agreement 
to which rules similar to the rules applicable 
to tax-exempt bonds apply. 

‘‘(D) CERCLA PROPERTY.—Property is de-
scribed in this subparagraph if any portion of 
such property is included, or proposed to be 
included, in the national priorities list under 
section 105(a)(8)(B) of the Comprehensive En-
vironmental Response, Compensation, and 
Liability Act of 1980 (42 U.S.C. 9605(a)(8)(B)). 

‘‘(E) LIMIT ON DISPOSITION OF PROPERTY.—
Any disposition of any interest in property 
acquired or improved in connection with a 
qualified environmental project described in 
this paragraph (except a project described in 
subparagraph (A)(v)) shall contain an option 
(recorded pursuant to applicable State or 
local law) to purchase such property for an 
amount equal to the original acquisition 
price of such property for any interested or-
ganizations described in subparagraph 
(B)(i)(II) if such organization purchases such 
property subject to a restrictive covenant re-
quiring a continued qualified use of such 
property.

‘‘(3) TEMPORARY PERIOD EXCEPTION.—
‘‘(A) IN GENERAL.—A bond shall not be 

treated as failing to meet the requirement of 
paragraph (1)(A) solely by reason of the fact 
that the proceeds of the issue of which such 
bond is a part—

‘‘(i) are invested for a reasonable tem-
porary period (but not more than 36 months) 
until such proceeds are needed for the pur-
pose for which such issue was issued, or 

‘‘(ii) are used within 90 days of the close of 
such temporary period to redeem bonds 
which are a part of such issue.

Any earnings on such proceeds during the pe-
riod under clause (i) shall be treated as pro-
ceeds of the issue for purposes of applying 
paragraph (1)(A). 

‘‘(B) INVESTMENT OF PROCEEDS.—For pur-
poses of subparagraph (A), proceeds shall 
only be invested in—

‘‘(i) Government securities, and 
‘‘(ii) in the case of a sinking fund estab-

lished by the issuer, State and local govern-
ment securities issued by the Treasury. 

‘‘(4) SPECIAL RULES FOR PROJECTS DE-
SCRIBED IN PARAGRAPH (2)(A)(v).—

‘‘(A) LIMIT ON USE OF PROCEEDS FOR
PROJECT.—This subsection shall not apply to 
any bond issued as part of an issue if an 
amount of the proceeds from such issue are 
used for a qualified environmental infra-
structure project described in paragraph 
(2)(A)(v) and involving public infrastructure 
in excess of an amount equal to 5 percent of 
the total amount of such proceeds used for 
all projects described in such paragraph 
(2)(A)(v).

‘‘(B) PRIVATE USE AND REPAYMENT OF PRO-
CEEDS.—In the case of proceeds of an issue 
which are used for a qualified environmental 
infrastructure project described in paragraph 
(2)(A)(v), the issue of which such bonds are a 
part shall not fail to meet the requirements 
of this subsection solely because the pro-
ceeds of a disposition of any interest in such 
property are used to redeem such bonds as 
long as the purchaser of such property 
makes an irrevocable election not to claim 
any deduction with respect to such project 
under section 198. 

‘‘(5) RECAPTURE OF CREDIT AMOUNT.—
‘‘(A) IN GENERAL.—If, during the taxable 

year, any bond that is part of an issue under 
this section fails to meet the requirements of 
this subsection—

‘‘(i) such bond shall not be treated as a 
Better America bond for such taxable year 
and any succeeding taxable year, and 

‘‘(ii) the issuer of such bond shall be liable 
for payment to the United States of the cred-
it recapture amount.

Such payment shall be made at such time 
and in such manner as determined by the 
Secretary.

‘‘(B) CREDIT RECAPTURE AMOUNT.—For pur-
poses of subparagraph (A), the credit recap-
ture amount is an amount equal to the sum 
of—

‘‘(i) the aggregate amount of credit allowed 
with respect to such bond for the 3 preceding 
taxable years, plus 

‘‘(ii) interest (at the underpayment rate es-
tablished under section 6621) on the credit 
amount from the date such credit was al-
lowed to the payment date under subpara-
graph (A). 

‘‘(e) LIMITATIONS ON AMOUNT OF BONDS DES-
IGNATED.—

‘‘(1) IN GENERAL.—There is a Better Amer-
ica bond limitation for each calendar year 
equal to—

‘‘(A) $1,900,000,000 for each of years 2001 
through 2005, and 

‘‘(B) except as provided in paragraph (3), 
zero after 2005. 

‘‘(2) ALLOCATION OF LIMITATION AMONG
STATES AND LOCAL GOVERNMENTS.—

‘‘(A) IN GENERAL.—The limitation amount 
to be allocated under paragraph (1) for any 
calendar year shall be allocated among 
States and local governments with an ap-
proved application on a competitive basis by 
the Better America Bonds Board (referred to 
in this subsection as the ‘Board’) established 
under section 702 of the Tax and Public Debt 
Reduction Act of 1999. 

‘‘(B) APPROVED APPLICATION.—For purposes 
of subparagraph (A), the term ‘approved ap-
plication’ means an application which is ap-
proved by the Board, and which includes 
such information as the Board requires. 

‘‘(3) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

‘‘(A) the limitation amount under para-
graph (1), exceeds 

‘‘(B) the aggregate limitation amount allo-
cated to States and local governments under 
this section,
the limitation amount under paragraph (1) 
for the following calendar year shall be in-
creased by the amount of such excess. No 
limitation amount shall be carried forward 
under this paragraph more than 3 years. 

‘‘(f) OTHER DEFINITIONS; SPECIAL RULES.—
For purposes of this subpart—

‘‘(1) BOND.—The term ‘bond’ includes any 
obligation.

‘‘(2) CREDIT ALLOWANCE DATE.—The term 
‘credit allowance date’ means—

‘‘(A) March 15, 
‘‘(B) June 15, 
‘‘(C) September 15, and 
‘‘(D) December 15. 

Such term includes the last day on which the 
bond is outstanding. 

‘‘(3) QUALIFIED EASEMENT.—The term 
‘qualified easement’ means a perpetual ease-
ment—

‘‘(A) which would be a qualified conserva-
tion contribution under section 170(h) if such 
easement were a contribution under such 
section, and 

‘‘(B) which is to be held by an entity de-
scribed in subclause (I) or (II) of subsection 
(d)(2)(B)(i).

‘‘(4) QUALIFIED USE.—The term ‘qualified 
use’ means, with respect to property, a use 
which is consistent with the purpose of the 
qualified environmental infrastructure 
project related to such property. 

‘‘(5) STATE.—The term ‘State’ includes the 
District of Columbia, any possession of the 
United States, and any Indian tribe (as de-
fined in section 45A(c)(6)). 

‘‘(6) PARTNERSHIP; S CORPORATION; AND
OTHER PASS-THRU ENTITIES.—Under regula-
tions prescribed by the Secretary, in the case 
of a partnership, trust, S corporation, or 
other pass-thru entity, rules similar to the 
rules of section 41(g) shall apply with respect 
to the credit allowable under subsection (a). 

‘‘(g) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the 
credit allowed to the taxpayer under this 
section and the amount so included shall be 
treated as interest income. 

‘‘(h) BONDS HELD BY REGULATED INVEST-
MENT COMPANIES.—If any Better America 
bond is held by a regulated investment com-
pany, the credit determined under subsection 
(a) shall be allowed to shareholders of such 
company under procedures prescribed by the 
Secretary.

‘‘(i) CREDITS MAY BE STRIPPED.—Under reg-
ulations prescribed by the Secretary— 

‘‘(1) IN GENERAL.—There may be a separa-
tion (including at issuance) of the ownership 
of a Better America bond and the entitle-
ment to the credit under this section with 
respect to such bond. In case of any such sep-
aration, the credit under this section shall 
be allowed to the person which, on the credit 
allowance date, holds the instrument evi-
dencing the entitlement to the credit and 
not to the holder of the bond. 

‘‘(2) CERTAIN RULES TO APPLY.—In the case 
of a separation described in paragraph (1), 
the rules of section 1286 shall apply to the 
Better America bond as if it were a stripped 
bond and to the credit under this section as 
if it were a stripped coupon. 
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‘‘(j) TREATMENT FOR ESTIMATED TAX PUR-

POSES.—Solely for purposes of sections 6654 
and 6655, the credit allowed by this section 
to a taxpayer by reason of holding a Better 
America bond on a credit allowance date 
shall be treated as if it were a payment of es-
timated tax made by the taxpayer on such 
date.

‘‘(k) CREDIT MAY BE TRANSFERRED.—Noth-
ing in any law or rule of law shall be con-
strued to limit the transferability of the 
credit allowed by this section through sale 
and repurchase agreements. 

‘‘(l) REPORTING.—Issuers of Better America 
bonds shall submit reports similar to the re-
ports required under section 149(e).’’

(b) REPORTING.—Subsection (d) of section 
6049 of the Internal Revenue Code of 1986 (re-
lating to returns regarding payments of in-
terest) is amended by adding at the end the 
following:

‘‘(8) REPORTING OF CREDIT ON BETTER
AMERICA BONDS.—

‘‘(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes 
amounts includible in gross income under 
section 54(f) and such amounts shall be treat-
ed as paid on the credit allowance date (as 
defined in section 54(f)(2)). 

‘‘(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations, 
in the case of any interest described in sub-
paragraph (A) of this paragraph, subsection 
(b)(4) of this section shall be applied without 
regard to subparagraphs (A), (H), (I), (J), (K), 
and (L)(i). 

‘‘(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are 
necessary or appropriate to carry out the 
purposes of this paragraph, including regula-
tions which require more frequent or more 
detailed reporting.’’

(c) CLERICAL AMENDMENTS.—
(1) The table of subparts for part IV of sub-

chapter A of chapter 1 of the Internal Rev-
enue Code of 1986 is amended by adding at 
the end the following:

‘‘Subpart H. Nonrefundable Credit for Hold-
ers of Better America Bonds.’’

(2) Section 6401(b)(1) of such Code is amend-
ed by striking ‘‘and G’’ and inserting ‘‘G, and 
H’’.

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to obliga-
tions issued after December 31, 2000. 
SEC. 702. BETTER AMERICA BONDS BOARD. 

(a) ESTABLISHMENT.—There is established a 
board to be known as the Better America 
Bonds Board (in this section referred to as 
the ‘‘Board’’). 

(b) MEMBERSHIP.—
(1) COMPOSITION.—The Board shall be com-

posed of 12 members, as follows: 
(A) 3 members shall be individuals who are 

not otherwise Federal officers or employees 
and who are appointed by the President, by 
and with the advice and consent of the Sen-
ate.

(B) 2 members, not be affiliated with the 
same political party, shall be individuals 
who represent Governors, or other chief ex-
ecutive officers, of a State, mayors, and 
county commissioners and who are ap-
pointed by the President, by and with the ad-
vice and consent of the Senate. 

(C) 1 member shall be the Administrator of 
the Environmental Protection Agency or the 
Administrator’s designee. 

(D) 1 member shall be the Secretary of Ag-
riculture or the Secretary’s designee. 

(E) 1 member shall be the Secretary of 
Housing and Urban Development or the Sec-
retary’s designee. 

(F) 1 member shall be the Secretary of In-
terior or the Secretary’s designee. 

(G) 1 member shall be the Secretary of 
Transportation or the Secretary’s designee. 

(H) 1 member shall be the Secretary of the 
Treasury or the Secretary’s designee. 

(I) 1 member shall be the Director of the 
Federal Emergency Management Agency or 
the Director’s designee. 

(2) QUALIFICATIONS AND TERMS.—
(A) QUALIFICATIONS.—Members of the 

Board described in paragraph (1)(A) shall be 
appointed without regard to political affili-
ation and solely on the basis of their profes-
sional experience and expertise in 1 or more 
of the following areas: 

(i) Tax-exempt organizations which have as 
a principal purpose environmental protec-
tion and land conservation. 

(ii) Community planning. 
(iii) Real estate investment and bond fi-

nancing.

In the aggregate, the members of the Board 
described in paragraph (1)(A) should collec-
tively bring to bear expertise in all of the 
areas described in the preceding sentence. 

(B) TERMS.—Each member who is described 
in subparagraph (A) or (B) of paragraph (1) 
shall be appointed for a term of 3 years, ex-
cept that of the members first appointed—

(i) 1 member shall be appointed for a term 
of 1 year, 

(ii) 2 members shall be appointed for a 
term of 2 years, and 

(iii) 2 members shall be appointed for a 
term of 3 years. 

(C) REAPPOINTMENT.—An individual who is 
described in subparagraph (A) or (B) of para-
graph (1) may be appointed to no more than 
one 3-year term on the Board. 

(D) VACANCY.—Any vacancy on the Board 
shall be filled in the same manner as the 
original appointment. Any member ap-
pointed to fill a vacancy occurring before the 
expiration of the term for which the mem-
ber’s predecessor was appointed shall be ap-
pointed for the remainder of that term. 

(3) INITIAL MEETING.—Not later than 30 
days after the date on which all members of 
the Board have been appointed, the Board 
shall hold its first meeting. Subsequent 
meetings shall be determined by the Board 
by majority vote. 

(4) QUORUM.—A majority of the members of 
the Board shall constitute a quorum, but a 
lesser number of members may hold hear-
ings.

(5) CHAIRPERSON.—The member described 
in paragraph (1)(C) shall serve as the Chair-
person of the Board and shall have the sole 
power to call a meeting of the Board. 

(6) REMOVAL.—
(A) IN GENERAL.—Any member of the Board 

appointed under subparagraph (A) or (B) of 
paragraph (1) may be removed at the will of 
the President. 

(B) SECRETARIES; DIRECTOR; ADMINIS-
TRATOR.—An individual described in subpara-
graphs (C) through (I) of paragraph (1) shall 
be removed upon termination of service in 
the office described in each such subpara-
graph.

(c) DUTIES OF THE BOARD.—
(1) IN GENERAL.—The Board shall review 

applications for allocation of the Better 
America bond limitation amounts under sec-
tion 54(e)(2) of the Internal Revenue Code of 
1986 and approve applications in accordance 
with published criteria. 

(2) CRITERIA FOR APPROVAL.—The Board 
shall consider the following criteria in ap-
proving an application under paragraph (1): 

(A) A distribution pattern of the overall 
limitation amount available for the year 
which results in the financing of each cat-
egory of qualified environmental infrastruc-

ture project and results in an even distribu-
tion among different regions of the country 
and sizes of communities. 

(B) State or local government support of 
proposed projects. 

(C) Proposed projects which meet local and 
regional environmental protection or plan-
ning goals and leverage or make more effi-
cient or innovative the use of other public or 
private resources. 

(D) Proposed projects which are intended 
to maintain the viability of existing central 
business districts, preserve the community’s 
distinct character and values, and encourage 
the reuse of property already served by pub-
lic infrastructure. 

(E) The extent of expected improvement in 
environmental quality, outdoor recreation 
opportunities, and access to public lands. 

(3) ANNUAL REPORT.—The Board shall annu-
ally report with respect to the conduct of its 
responsibilities under this section to the 
President and Congress and such report shall 
include—

(A) the overall progress of the Better 
America bond program, and 

(B) the overall limitation amount allo-
cated during the year and a description of 
the amount, region, and qualified environ-
mental infrastructure project financed by 
each allocation. 

(4) CONFLICT OF INTEREST.—The Board shall 
carry out its duties under this subsection in 
such a way to ensure that all conflicts of in-
terest of its members are avoided. 

(d) POWERS OF THE BOARD.—
(1) HEARINGS.—The Board may hold such 

hearings, sit and act at such times and 
places, take such testimony, and receive 
such evidence as the Board considers advis-
able to carry out the purposes of this sec-
tion.

(2) INFORMATION FROM FEDERAL AGENCIES.—
The Board may secure directly from any 
Federal department or agency such informa-
tion as the Board considers necessary to 
carry out the provisions of this section, in-
cluding the published and unpublished data 
and analytical products of the Bureau of 
Labor Statistics. Upon request of the Chair-
person of the Board, the head of such depart-
ment or agency shall furnish such informa-
tion to the Board. 

(3) POSTAL SERVICES.—The Board may use 
the United States mails in the same manner 
and under the same conditions as other de-
partments and agencies of the Federal Gov-
ernment.

(e) BOARD PERSONNEL MATTERS.—
(1) COMPENSATION OF MEMBERS.—Each

member of the Board who is not otherwise an 
officer or employee of the Federal Govern-
ment shall be compensated at a rate equal to 
the daily equivalent of the annual rate of 
basic pay prescribed for level III of the Exec-
utive Schedule under section 5315 of title 5, 
United States Code, for each day (including 
travel time) during which such member is 
engaged in the performance of the duties of 
the Board. All members of the Board who 
otherwise are officers or employees of the 
United States shall serve without compensa-
tion in addition to that received for their 
services as officers or employees of the 
United States. 

(2) TRAVEL EXPENSES.—The members of the 
Board shall be allowed travel expenses, in-
cluding per diem in lieu of subsistence, at 
rates authorized for employees of agencies 
under subchapter I of chapter 57 of title 5, 
United States Code, while away from their 
homes or regular places of business in the 
performance of services for the Board. 

(3) STAFF.—
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(A) IN GENERAL.—The Chairperson of the 

Board may, without regard to the civil serv-
ice laws and regulations, appoint and termi-
nate an executive director and such other ad-
ditional personnel as may be necessary to 
enable the Board to perform its duties. The 
employment of an executive director shall be 
subject to confirmation by the Board. 

(B) COMPENSATION.—The Chairperson of the 
Board may fix the compensation of the exec-
utive director and other personnel without 
regard to the provisions of chapter 51 and 
subchapter III of chapter 53 of title 5, United 
States Code, relating to classification of po-
sitions and General Schedule pay rates, ex-
cept that the rate of pay for the executive di-
rector and other personnel may not exceed 
the rate payable for level IV of the Executive 
Schedule under section 5316 of such title. 

(4) DETAIL OF GOVERNMENT EMPLOYEES.—
Any Federal Government employee may be 
detailed to the Board without additional re-
imbursement (other than the employee’s reg-
ular compensation), and such detail shall be 
without interruption or loss of civil service 
status or privilege. 

(5) PROCUREMENT OF TEMPORARY AND INTER-
MITTENT SERVICES.—The Chairperson of the 
Board may procure temporary and intermit-
tent services under section 3109(b) of title 5, 
United States Code, at rates for individuals 
which do not exceed the daily equivalent of 
the annual rate of basic pay prescribed for 
level V of the Executive Schedule under sec-
tion 5316 of such title. 

(f) DEFINITIONS.—For purposes of this sec-
tion—

(1) STATE.—The term ‘State’ includes the 
District of Columbia, any possession of the 
United States, and any Indian tribe (as de-
fined in section 45A(c)(6)). 

(2) QUALIFIED ENVIRONMENTAL INFRASTRUC-
TURE PROJECT.—The term ‘qualified environ-
mental infrastructure project’ has the same 
meaning given that term in section 54(d)(2) 
of the Internal Revenue Code of 1986. 

(g) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to 
the Board such sums as are necessary to 
carry out the purposes of this section. 

(h) EFFECTIVE DATES.—
(1) IN GENERAL.—The amendments made by 

this section shall take effect on the date of 
the enactment of this Act. 

(2) INITIAL NOMINATIONS.—The President 
shall submit the initial nominations under 
subparagraphs (A) and (B) of subsection (b)(1) 
to the Senate not later than 90 days after the 
date of the enactment of this Act. 

(3) REGULATIONS.—Not later than January 
1, 2001, the Board shall publish in the Federal 
Register the guidelines and criteria for sub-
mission and approval of applications under 
subsection (c). 

Subtitle B—Conservation Incentives 
SEC. 711. TAX EXCLUSION FOR COST-SHARING 

PAYMENTS UNDER PARTNERS FOR 
WILDLIFE PROGRAM. 

(a) IN GENERAL.—Section 126(a) (relating to 
certain cost-sharing payments) is amended 
by redesignating paragraph (10) as paragraph 
(11) and by inserting after paragraph (9) the 
following:

‘‘(10) The Partners for Wildlife Program 
authorized by the Fish and Wildlife Act of 
1956 (16 U.S.C. 742a et seq.).’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 712. ENHANCED DEDUCTION FOR THE DO-

NATION OF A CONSERVATION EASE-
MENT.

(a) IN GENERAL.—Paragraph (1) of section 
170(b) of the Internal Revenue Code of 1986 

(relating to percentage limitations) is 
amended by adding at the end the following: 

‘‘(G) SPECIAL RULES FOR QUALIFIED CON-
SERVATION CONTRIBUTIONS.—In the case of a 
qualified conservation contribution by an in-
dividual (as defined in subsection (h)(1), ex-
cept that the phrase ‘or a certified historic 
structure’ in clause (iv) of subsection 
(h)(4)(A) shall not apply): 

‘‘(i) 50 PERCENT LIMITATION TO APPLY.—
Such a contribution shall be treated for pur-
poses of this section as described in subpara-
graph (A). 

‘‘(ii) 20 -YEAR CARRY FORWARD.—Subsection
(d)(1) shall be applied by substituting ‘20 
years’ for ‘5 years’ each place it appears and 
with appropriate adjustments in the applica-
tion of subparagraph (A)(ii) thereof. 

‘‘(iii) UNUSED DEDUCTION CARRYOVER AL-
LOWED ON TAXPAYER’S LAST RETURN.—If the 
taxpayer dies before the close of the last tax-
able year for which a deduction could have 
been allowed under subsection (d)(1), any 
portion of the deduction for such contribu-
tion which has not been allowed shall be al-
lowed as a deduction under subsection (a) 
(without regard to this subsection) for the 
taxable year in which such death occurs or 
such portion may be used as a deduction 
against the gross estate of the taxpayer.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 713. NATIONAL WILDLIFE REFUGE CON-

SERVATION EASEMENTS.
(a) LAND SUBJECT TO A QUALIFIED CON-

SERVATION EASEMENT TO INCLUDE LAND NEAR
A NATIONAL WILDLIFE REFUGE.—Section
2031(c)(8)(A)(i)(II) (defining land subject to a 
qualified conservation easement) is amend-
ed—

(1) by inserting ‘‘, national wildlife ref-
uge,’’ after ‘‘national park’’, and 

(2) by inserting ‘‘, refuge,’’ after ‘‘such a 
park’’.

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to estates of 
decedents dying after December 31, 2000. 
SEC. 714. EXCLUSION OF 50 PERCENT OF GAIN ON 

SALES OF LAND OR INTERESTS IN 
LAND OR WATER TO ELIGIBLE ENTI-
TIES FOR CONSERVATION PUR-
POSES.

(a) IN GENERAL.—Part I of subchapter P of 
chapter 1 (relating to treatment of capital 
gains) is amended by adding at the end the 
following new section: 
‘‘SEC. 1203. 50-PERCENT EXCLUSION OF GAIN ON 

SALES OF LAND OR INTERESTS IN 
LAND OR WATER TO ELIGIBLE ENTI-
TIES FOR CONSERVATION PUR-
POSES.

‘‘(a) EXCLUSION.—Gross income shall not 
include 50 percent of any gain from the sale 
of land or an interest in land or water (deter-
mined without regard to any improvements) 
to an eligible entity if—

‘‘(1) such land or interest in land or water 
was owned by the taxpayer or a member of 
the taxpayer’s family (as defined in section 
2032A(e)(2)) at all times during the 3-year pe-
riod ending on the date of the sale, and 

‘‘(2) such land or interest in land or water 
is being acquired by an eligible entity which 
provides the taxpayer, at the time of acquisi-
tion, a written letter of intent which shall 
include the following statement: ‘The pur-
chaser’s intent is that this acquisition will 
serve 1 or more of the conservation purposes 
specified in clause (i), (ii), or (iii) of section 
170(h)(4)(A).’

‘‘(b) ELIGIBLE ENTITY.—For purposes of this 
section, the term ‘eligible entity’ means—

‘‘(1) any agency of the United States or of 
any State or local government, or 

‘‘(2) any other organization that—
‘‘(A) is organized and at all times operated 

principally for 1 or more of the conservation 
purposes specified in clause (i), (ii), or (iii) of 
section 170(h)(4)(A), 

‘‘(B) is described in section 501(c)(3) and ex-
empt from tax under section 501(a), and 

‘‘(C)(i) meets the requirements of section 
509(a)(2), or 

‘‘(ii) meets the requirements of section 
509(a)(3) and is controlled by an organization 
described in section 509(a)(2). 

‘‘(c) STOCK IN HOLDING CORPORATIONS.—For
purposes of this section, the term ‘land or an 
interest in land or water’ shall include stock 
in any corporation, if the fair market value 
of the corporation’s land or interests in land 
or water equals or exceeds 90 percent of the 
fair market value of all of such corporation’s 
assets at all times during the 3-year period 
ending on the date of the sale.’’

(b) CLERICAL AMENDMENT.—The table of 
sections for part I of subchapter P of chapter 
1 of the Internal Revenue Code of 1986 is 
amended by adding at the end the following 
new item:
‘‘Sec. 1203. 50-percent exclusion of gain on 

sales of land or interests in land 
or water to eligible entities for 
conservation purposes.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales oc-
curring in taxable years beginning after De-
cember 31, 2000. 

Subtitle C—Alternative Fuels Incentives 
SEC. 721. EXTENSION AND EXPANSION OF CREDIT 

FOR PURCHASE OF ELECTRIC VEHI-
CLES.

(a) MODIFIED CREDIT FOR VEHICLES WHICH
MEET CERTAIN RANGE REQUIREMENTS.—Sec-
tion 30(a) (relating to allowance of credit) is 
amended to read as follows: 

‘‘(a) ALLOWANCE OF CREDIT.—
‘‘(1) IN GENERAL.—There shall be allowed as 

a credit against the tax imposed by this 
chapter for the taxable year an amount 
equal to the sum of—

‘‘(A) 10 percent of the cost of any qualified 
electric vehicle placed in service by the tax-
payer during the taxable year, plus 

‘‘(B) in the case of any such vehicle also 
meeting the requirement described in para-
graph (2), $5,000. 

‘‘(2) RANGE REQUIREMENT.—The require-
ment described in this paragraph is a driving 
range of at least 100 miles—

‘‘(A) on a single charge of the vehicle’s re-
chargeable batteries, fuel cells, or other 
portable source of electrical current, and 

‘‘(B) measured pursuant to the urban dyna-
mometer schedules under appendix I to part 
86 of title 40, Code of Federal Regulations.’’

(b) CREDIT EXTENDED THROUGH 2010.—
(1) IN GENERAL.—Section 30(e) (relating to 

termination) is amended to read as follows: 
‘‘(e) TERMINATION.—This section shall not 

apply to any property placed in service after 
December 31, 2010.’’

(2) CONFORMING AMENDMENTS.—Section
30(b)(2) (relating to phaseout) is amended—

(A) by striking ‘‘2002’’ in subparagraph (A) 
and inserting ‘‘2008’’, 

(B) by striking ‘‘2003’’ in subparagraph (B) 
and inserting ‘‘2009’’, and 

(C) by striking ‘‘2004’’ in subparagraph (C) 
and inserting ‘‘2010’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service in taxable years beginning 
after December 31, 2000. 
SEC. 722. ADDITIONAL DEDUCTION FOR COST OF 

INSTALLATION OF ALTERNATIVE 
FUELING STATIONS. 

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 179A(b)(2) (relating to qualified clean-
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fuel vehicle refueling property) is amended 
to read as follows: 

‘‘(A) IN GENERAL.—The aggregate cost 
which may be taken into account under sub-
section (a)(1)(B) with respect to qualified 
clean-fuel vehicle refueling property placed 
in service during the taxable year at a loca-
tion shall not exceed the sum of—

‘‘(i) with respect to costs not described in 
clause (ii), the excess (if any) of—

‘‘(I) $100,000, over 
‘‘(II) the aggregate amount of such costs 

taken into account under subsection (a)(1)(B) 
by the taxpayer (or any related person or 
predecessor) with respect to property placed 
in service at such location for all preceding 
taxable years, plus 

‘‘(ii) the lesser of—
‘‘(I) the cost of the installation of such 

property, or 
‘‘(II) $30,000.’’. 
(b) EFFECTIVE DATE.—The amendment 

made by this section shall apply to property 
placed in service in taxable years beginning 
after December 31, 2000. 
SEC. 723. CREDIT FOR RETAIL SALE OF CLEAN 

BURNING FUELS AS MOTOR VEHI-
CLE FUEL. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by inserting 
after section 40 the following: 
‘‘SEC. 40A. CREDIT FOR RETAIL SALE OF CLEAN 

BURNING FUELS AS MOTOR VEHI-
CLE FUEL. 

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the clean burning fuel retail sales 
credit of any taxpayer for any taxable year 
is 15 cents for each gasoline gallon equiva-
lent of clean burning fuel sold at retail by 
the taxpayer during such year as a fuel to 
propel any qualified motor vehicle. 

‘‘(b) DEFINITIONS.—For purposes of this sec-
tion—

‘‘(1) CLEAN BURNING FUEL.—The term ‘clean 
burning fuel’ means natural gas, compressed 
natural gas, liquefied natural gas, liquefied 
petroleum gas, hydrogen, and any liquid at 
least 85 percent of which consists of meth-
anol.

‘‘(2) GASOLINE GALLON EQUIVALENT.—The
term ‘gasoline gallon equivalent’ means, 
with respect to any clean burning fuel, the 
amount (determined by the Secretary) of 
such fuel having a Btu content of 114,000. 

‘‘(3) QUALIFIED MOTOR VEHICLE.—The term 
‘qualified motor vehicle’ means any motor 
vehicle (as defined in section 179A(e)) which 
meets any applicable Federal or State emis-
sions standards with respect to each fuel by 
which such vehicle is designed to be pro-
pelled.

‘‘(4) SOLD AT RETAIL.—
‘‘(A) IN GENERAL.—The term ‘sold at retail’ 

means the sale, for a purpose other than re-
sale, after manufacture, production, or im-
portation.

‘‘(B) USE TREATED AS SALE.—If any person 
uses clean burning fuel as a fuel to propel 
any qualified motor vehicle (including any 
use after importation) before such fuel is 
sold at retail, then such use shall be treated 
in the same manner as if such fuel were sold 
at retail as a fuel to propel such a vehicle by 
such person. 

‘‘(c) NO DOUBLE BENEFIT.—The amount of 
the credit determined under subsection (a) 
shall be reduced by the amount of any deduc-
tion or credit allowable under this chapter 
for fuel taken into account in computing the 
amount of such credit. 

‘‘(d) TERMINATION.—This section shall not 
apply to any fuel sold at retail after Decem-
ber 31, 2007.’’. 

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b) (relating to current year busi-
ness credit) is amended by striking ‘‘plus’’ at 
the end of paragraph (11), by striking the pe-
riod at the end of paragraph (12) and insert-
ing ‘‘, plus’’, and by adding at the end the 
following:

‘‘(13) the clean burning fuel retail sales 
credit determined under section 40A(a).’’. 

(c) TRANSITIONAL RULE.—Section 39(d) (re-
lating to transitional rules) is amended by 
adding at the end the following: 

‘‘(9) NO CARRYBACK OF SECTION 40A CREDIT
BEFORE EFFECTIVE DATE.—No portion of the 
unused business credit for any taxable year 
which is attributable to the clean burning 
fuel retail sales credit determined under sec-
tion 40A(a) may be carried back to a taxable 
year ending before January 1, 1999.’’. 

(d) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 40 the 
following:

‘‘Sec. 40A. Credit for retail sale of clean 
burning fuels as motor vehicle 
fuel.’’.

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to fuel sold 
at retail in taxable years beginning after De-
cember 31, 2000. 

Subtitle C—Other Provisions 
SEC. 731. EXPANSION OF SECTION 29 TAX CREDIT. 

(a) PLACED-IN-SERVICE DATE.—Section
29(g)(1)(A) is amended by striking ‘‘July 1, 
1998’’ and inserting ‘‘the date which is 8 
months after the date of the enactment of 
the Tax and Public Debt Reduction Act of 
1999’’.

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to produc-
tion after the date of the enactment of this 
Act.
SEC. 732. UNIFORM DOLLAR LIMITATION FOR 

ALL TYPES OF TRANSPORTATION 
FRINGE BENEFITS. 

(a) IN GENERAL.—Paragraph (2) of section 
132(f) (relating to qualified transportation 
fringe) is amended to read as follows: 

‘‘(2) LIMITATION ON EXCLUSION.—The aggre-
gate amount of the fringe benefits which are 
provided by an employer to any employee 
and which may be excluded from gross in-
come under subsection (a)(5) shall not exceed 
$175 per month.’’

(b) CONFORMING AMENDMENT TO INFLATION
ADJUSTMENT.—Section 132(f)(6)(A) (relating 
to inflation adjustment) is amended by strik-
ing ‘‘the dollar amounts contained in sub-
paragraphs (A) and (B) of paragraph (2)’’ and 
inserting ‘‘the dollar amount contained in 
paragraph (2)’’. 

(c) ADDITIONAL CONFORMING AMENDMENT.—
Section 9010 of the Transportation Equity 
Act for the 21st Century is amended by strik-
ing subsection (c). 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999. 

TITLE VIII—SAVINGS AND PENSION 
PROVISIONS

Subtitle A—Expanding Coverage for Small 
Business

SEC. 801. PLAN LOANS FOR SUBCHAPTER S OWN-
ERS, PARTNERS, AND SOLE PROPRI-
ETORS.

(a) AMENDMENT TO 1986 CODE.—Subpara-
graph (B) of section 4975(f)(6) (relating to ex-
emptions not to apply to certain trans-
actions) is amended by adding at the end the 
following new clause: 

‘‘(iii) LOAN EXCEPTION.—For purposes of 
subparagraph (A)(i), the term ‘owner-em-

ployee’ shall only include a person described 
in subclause (II) or (III) of clause (i).’’

(b) AMENDMENT TO ERISA.—Section
408(d)(2) of the Employee Retirement Income 
Security Act of 1974 (29 U.S.C. 1108(d)(2)) is 
amended by adding at the end the following 
new subparagraph: 

‘‘(C) For purposes of paragraph (1)(A), the 
term ‘owner-employee’ shall only include a 
person described in clause (ii) or (iii) of sub-
paragraph (A).’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to loans 
made after December 31, 2000. 
SEC. 802. CONTRIBUTIONS TO IRAS THROUGH 

PAYROLL DEDUCTIONS. 
(a) DEFINITIONS.—For purposes of this sec-

tion—
(1) CONTRIBUTION CERTIFICATE.—The term 

‘‘contribution certificate’’ means a certifi-
cate submitted by an employee to the em-
ployee’s employer which—

(A) identifies the employee by name, ad-
dress, and social security number, 

(B) identifies the individual retirement 
plan to which the employee wishes to make 
contributions through payroll deductions, 
and

(C) identifies the amount of such contribu-
tions, not to exceed the amount allowed 
under section 408 of the Internal Revenue 
Code of 1986 to an individual retirement plan 
for such year. 

(2) EMPLOYEE.—The term ‘‘employee’’ does 
not include an employee as defined in sec-
tion 401(c)(1) of such Code. 

(3) INDIVIDUAL RETIREMENT PLANS.—The
term ‘‘individual retirement plan’’ has the 
meaning given the term by section 7701(a)(37) 
of the Internal Revenue Code of 1986. 

(4) SECRETARY.—The term ‘‘Secretary’’ 
means the Secretary of the Treasury. 

(b) ESTABLISHMENT OF PAYROLL DEDUCTION
SYSTEM.—An employer may establish a sys-
tem under which employees, through em-
ployer payroll deductions, may make con-
tributions to individual retirement plans. An 
employer shall not incur any liability under 
title I of the Employee Retirement Income 
Security Act of 1974 in providing for such a 
system.

(c) CONTRIBUTIONS TO INDIVIDUAL RETIRE-
MENT PLANS.—

(1) IN GENERAL.—The system established 
under subsection (b) shall provide that con-
tributions made to an individual retirement 
plan for any taxable year are—

(A) contributions through employer pay-
roll deductions, and 

(B) if the employer so elects, additional 
contributions by the employee which, when 
added to contributions under subparagraph 
(A), do not exceed the amount allowed under 
section 408 of the Internal Revenue Code of 
1986 for the taxable year. 

(2) EMPLOYER PAYROLL DEDUCTIONS.—
(A) IN GENERAL.—The system established 

under subsection (b) shall provide that an 
employee may establish and maintain an in-
dividual retirement plan simply by—

(i) completing a contribution certificate, 
and

(ii) submitting such certificate to the em-
ployee’s employer in the manner provided 
under subparagraph (D). 

(B) CHANGE OF AMOUNTS.—An employee es-
tablishing and maintaining an individual re-
tirement plan under subparagraph (A) may 
change the amount of an employer payroll 
deduction in the same manner as under sub-
paragraph (A).

(C) SIMPLIFIED FORMS.—
(i) CONTRIBUTION CERTIFICATE.—The Sec-

retary shall develop a model contribution 
certificate for purposes of this paragraph—
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(I) which is written in a clear and easily 

understandable manner, and 
(II) the completion of which by an em-

ployee will constitute the establishment of 
an individual retirement plan and the re-
quest for employer payroll deductions or 
changes in such deductions. 

(ii) AVAILABILITY.—The Secretary shall 
make available to all employees and employ-
ers the forms developed under this subpara-
graph, and shall include with such forms 
easy to understand explanatory materials. 

(D) USE OF CERTIFICATE.—Each employer 
electing to adopt a system under subsection 
(b) shall, upon receipt of a contribution cer-
tificate from an employee, deduct the appro-
priate contribution as determined by such 
certificate from the employee’s wages in 
equal amounts during the remaining payroll 
periods for the taxable year and shall remit 
such amounts for investment in the employ-
ee’s individual retirement plan not later 
than the close of the 30-day period following 
the last day of the month in which such pay-
roll period occurs. 

(E) FAILURE TO REMIT PAYROLL DEDUC-
TIONS.—For purposes of the Internal Revenue 
Code of 1986, any amount which an employer 
fails to remit on behalf of an employee pur-
suant to a contribution certificate of such 
employee shall not be allowed as a deduction 
to the employer under such Code. 

(d) ADDITIONAL INFORMATION.—
(1) IN GENERAL.—The system established 

under subsection (b) shall provide for the fur-
nishing of information to employees of the 
opportunity of establishing individual retire-
ment plans and of transferring amounts to 
such plans. 

(2) INVESTMENT INFORMATION.—The em-
ployer shall also make available to employ-
ees information on how to make informed in-
vestment decisions and how to achieve re-
tirement objectives. 

(3) INFORMATION NOT INVESTMENT ADVICE.—
Information provided under this subsection 
shall not be treated as investment advice for 
purposes of any Federal or State law.
SEC. 803. MODIFICATION OF TOP-HEAVY RULES. 

(a) DISTRIBUTIONS DURING LAST YEAR BE-
FORE DETERMINATION DATE TAKEN INTO AC-
COUNT.—Section 416(g) is amended—

(1) in paragraph (3)—
(A) by striking ‘‘LAST 5 YEARS’’ in the head-

ing and inserting ‘‘LAST YEAR BEFORE DETER-
MINATION DATE’’, and

(B) in the matter following subparagraph 
(B), by striking ‘‘5-year period’’ and insert-
ing ‘‘1-year period’’, and 

(2) in paragraph (4)(E)—
(b) REQUIREMENTS FOR QUALIFICATION.—

Clause (ii) of section 401(a)(10)(B) (relating to 
requirements for qualifications for top-heavy 
plans) is amended by adding at the end the 
following new flush sentence:
‘‘The preceding sentence shall not apply to a 
plan if the plan is not top-heavy and if it is 
not reasonable to expect that the plan will 
become a top-heavy plan.’’ 

(c) FROZEN PLAN EXEMPT FROM MINIMUM
BENEFIT REQUIREMENT.—

(1) IN GENERAL.—Subparagraph (C) of sec-
tion 416(c)(1) (relating to defined benefit 
plans) is amended—

(A) in clause (i), by striking ‘‘clause (ii)’’ 
and inserting ‘‘clause (ii) or (iii)’’, and 

(B) by adding at the end the following: 
‘‘(iii) EXCEPTION FOR FROZEN PLAN.—For

purposes of determining an employee’s years 
of service with the employer, any service 
with the employer shall be disregarded to 
the extent that such service occurs during a 
plan year when the plan benefits (within the 
meaning of section 410(b)) no employee or 
former employee.’’

(2) CONFORMING AMENDMENT.—Subpara-
graph (A) of section 415(b)(5) is amended by 
adding at the end the following: ‘‘An em-
ployee shall not be credited with a year of 
participation in a defined benefit plan for 
any year in which the plan does not benefit 
(within the meaning of section 410(b)) such 
employee.’’
SEC. 804. CREDIT FOR SMALL EMPLOYER PEN-

SION PLAN CONTRIBUTIONS AND 
START-UP COSTS. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by adding at 
the end the following new section:
‘‘SEC. 45D. SMALL EMPLOYER PENSION PLAN 

CREDIT.
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, in the case of an eligible employer, 
the small employer pension plan credit de-
termined under this section for any taxable 
year is an amount equal to the sum of—

‘‘(1) 25 percent of the qualified employer 
contributions of the taxpayer for the taxable 
year, and 

‘‘(2) 50 percent of the qualified start-up 
costs paid or incurred by the taxpayer during 
the taxable year. 

‘‘(b) LIMITATIONS.—
‘‘(1) LIMITS ON CONTRIBUTIONS.—For pur-

poses of subsection (a)(1)—
‘‘(A) qualified employer contributions may 

only be taken into account for each of the 
first 3 taxable years ending after the date 
the employer establishes the qualified em-
ployer plan to which the contribution is 
made, and 

‘‘(B) the amount of the qualified employer 
contributions taken into account with re-
spect to any qualified employee for any such 
taxable year shall not exceed 3 percent of the 
compensation (as defined in section 414(s)) of 
the qualified employee for such taxable year. 

‘‘(2) LIMITS ON START-UP COSTS.—The
amount of the credit determined under sub-
section (a)(2) for any taxable year shall not 
exceed—

‘‘(A) $2,000 for the first taxable year ending 
after the date the employer established the 
qualified employer plan to which such costs 
relate,

‘‘(B) $1,000 for each of the second and third 
such taxable years, and 

‘‘(C) zero for each taxable year thereafter. 
‘‘(c) DEFINITIONS.—For purposes of this sec-

tion—
‘‘(1) ELIGIBLE EMPLOYER.—
‘‘(A) IN GENERAL.—The term ‘eligible em-

ployer’ means, with respect to any year, an 
employer which has no more than—

‘‘(i) for purposes of subsection (a)(1), 25 em-
ployees, and 

‘‘(ii) for purposes of subsection (a)(2), 100 
employees,

who received at least $5,000 of compensation 
from the employer for the preceding year. 

‘‘(B) 2-YEAR GRACE PERIOD.—An eligible em-
ployer who establishes and maintains a 
qualified employer plan for 1 or more years 
and who fails to be an eligible employer for 
any subsequent year shall be treated as an 
eligible employer for the 2 years following 
the last year the employer was an eligible 
employer.

‘‘(C) REQUIREMENT FOR NEW QUALIFIED EM-
PLOYER PLANS.—Such term shall not include 
an employer if, during the 3-taxable year pe-
riod immediately preceding the 1st taxable 
year for which the credit under this section 
is otherwise allowable for a qualified em-
ployer plan of the employer, the employer 
and each member of any controlled group in-
cluding the employer (or any predecessor of 
either) established or maintained a qualified 

employer plan with respect to which con-
tributions were made, or benefits were ac-
crued, for substantially the same employees 
as are in the qualified employer plan. 

‘‘(2) QUALIFIED EMPLOYER CONTRIBUTIONS.—
‘‘(A) IN GENERAL.—The term ‘qualified em-

ployer contributions’ means, with respect to 
any taxable year, any employer contribu-
tions made on behalf of a qualified employee 
to a qualified employer plan for a plan year 
ending with or within the taxable year. 

‘‘(B) EMPLOYER CONTRIBUTIONS.—The term 
‘employer contributions’ shall not include 
any elective deferral (within the meaning of 
section 402(g)(3)).

‘‘(3) QUALIFIED EMPLOYEE.—The term 
‘qualified employee’ means an individual 
who—

‘‘(A) is eligible to participate in the quali-
fied employer plan to which the employer 
contributions are made, and 

‘‘(B) is not a highly compensated employee 
(within the meaning of section 414(q)) for the 
year for which the contribution is made. 

‘‘(4) QUALIFIED START-UP COSTS.—The term 
‘qualified start-up costs’ means any ordinary 
and necessary expenses of an eligible em-
ployer which are paid or incurred in connec-
tion with—

‘‘(A) the establishment or maintenance of 
a qualified employer plan in which qualified 
employees are eligible to participate, and 

‘‘(B) providing educational information to 
employees regarding participation in such 
plan and the benefits of establishing an in-
vestment plan. 

‘‘(5) QUALIFIED EMPLOYER PLAN.—The term 
‘qualified employer plan’ has the meaning 
given such term in section 4972(d). 

‘‘(d) SPECIAL RULES.—
‘‘(1) AGGREGATION RULES.—All persons 

treated as a single employer under sub-
section (a) or (b) of section 52, or subsection 
(n) or (o) of section 414, shall be treated as 
one person. All qualified employer plans of 
an employer shall be treated as a single 
qualified employer plan. 

‘‘(2) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowable under this chapter 
for any qualified start-up costs or qualified 
contributions for which a credit is deter-
mined under subsection (a). 

‘‘(3) ELECTION NOT TO CLAIM CREDIT.—This
section shall not apply to a taxpayer for any 
taxable year if such taxpayer elects to have 
this section not apply for such taxable 
year.’’

(b) CREDIT ALLOWED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (defining 
current year business credit) is amended by 
striking ‘‘plus’’ at the end of paragraph (11), 
by striking the period at the end of para-
graph (12) and inserting ‘‘, plus’’, and by add-
ing at the end the following new paragraph: 

‘‘(13) in the case of an eligible employer (as 
defined in section 45D(c)), the small em-
ployer pension plan credit determined under 
section 45D(a).’’

(c) PORTION OF CREDIT REFUNDABLE.—Sec-
tion 38(c) (relating to limitation based on 
amount of tax) is amended by adding at the 
end the following new paragraph: 

‘‘(4) PORTION OF SMALL EMPLOYER PENSION
PLAN CREDIT REFUNDABLE.—

‘‘(A) IN GENERAL.—In the case of the small 
employer pension plan credit under sub-
section (b)(13), the aggregate credits allowed 
under subpart C shall be increased by the 
lesser of—

‘‘(i) the credit which would be allowed 
without regard to this paragraph and the 
limitation under paragraph (1), or 

‘‘(ii) the amount by which the aggregate 
amount of credits allowed by this section 

VerDate jul 14 2003 12:47 Apr 29, 2004 Jkt 069102 PO 00000 Frm 00135 Fmt 0686 Sfmt 0634 E:\BR99\S28JY9.004 S28JY9



CONGRESSIONAL RECORD—SENATE 18277July 28, 1999
(without regard to this paragraph) would in-
crease if the limitation under paragraph (1) 
were increased by the taxpayer’s applicable 
payroll taxes for the taxable year. 

‘‘(B) TREATMENT OF CREDIT.—The amount 
of the credit allowed under this paragraph 
shall not be treated as a credit allowed under 
this subpart and shall reduce the amount of 
the credit allowed under this section for the 
taxable year. 

‘‘(C) APPLICABLE PAYROLL TAXES.—For pur-
poses of this paragraph—

‘‘(i) IN GENERAL.—The term ‘applicable 
payroll taxes’ means, with respect to any 
taxpayer for any taxable year—

‘‘(I) the amount of the taxes imposed by 
sections 3111 and 3221(a) on compensation 
paid by the taxpayer during the taxable 
year,

‘‘(II) 50 percent of the taxes imposed by 
section 1401 on the self-employment income 
of the taxpayer during the taxable year, and 

‘‘(III) 50 percent of the taxes imposed by 
section 3211(a)(1) on amounts received by the 
taxpayer during the calendar year in which 
the taxable year begins. 

‘‘(ii) AGREEMENTS REGARDING FOREIGN AF-
FILIATES.—Section 24(d)(5)(C) shall apply for 
purposes of clause (i).’’ 

(d) CONFORMING AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding 
at the end the following new item:

‘‘Sec. 45D. Small employer pension plan 
credit.’’

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to costs 
paid or incurred or contributions made in 
connection with qualified employer plans es-
tablished after December 31, 2000. 
SEC. 805. INCREASING LIMITS FOR DEFERRALS 

TO SIMPLE PLANS. 
(a) SIMPLE RETIREMENT ACCOUNTS.—Para-

graph (2)(A)(ii) of section 408(p) (relating to 
simple retirement accounts) is amended by 
striking ‘‘$6,000’’ and inserting ‘‘$8,000’’. 

(b) NONDISCRIMINATION TESTS.—Section
401(k)(11)(B)(i)(I) is amended by striking 
‘‘$6,000’’ and inserting ‘‘$8,000’’.

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to years be-
ginning after December 31, 2000.
SEC. 806. ELECTIVE DEFERRALS NOT TAKEN 

INTO ACCOUNT FOR PURPOSES OF 
LIMITS.

(a) IN GENERAL.—Section 404, as amended 
by section 803, is amended by adding at the 
end the following new subsection: 

‘‘(o) ELECTIVE DEFERRALS NOT TAKEN INTO
ACCOUNT FOR PURPOSES OF LIMITS.—Elective
deferrals (as defined in section 402(g)(3)) shall 
not be subject to any limitations described 
in this section (other than subsection (a)), 
and such elective deferrals shall not be taken 
into account in applying such limitations to 
any other contributions.’’

(c) EFFECTIVE DATE.—The amendment 
made by this section shall apply to years be-
ginning after December 31, 2000.

Subtitle B—Increasing Pension Access and 
Fairness for Women 

SEC. 811. EQUITABLE TREATMENT FOR CON-
TRIBUTIONS OF EMPLOYEES TO DE-
FINED CONTRIBUTION PLANS. 

(a) EQUITABLE TREATMENT.—
(1) IN GENERAL.—Subparagraph (B) of sec-

tion 415(c)(1) (relating to limitation for de-
fined contribution plans) is amended to read 
as follows: 

‘‘(B) the greater of 50 percent of the par-
ticipant’s compensation or $10,000.’’

(2) APPLICATION TO SECTION 403(b).—Section
403(b) is amended—

(A) by striking ‘‘the exclusion allowance 
for such taxable year’’ in paragraph (1) and 
inserting ‘‘the applicable limit under section 
415’’, and 

(B) by striking paragraph (2). 
(3) NONDISCRIMINATION TESTING.—
(A) Section 401(k)(3)(A) is amended by add-

ing at the end the following: ‘‘The actual de-
ferral percentage of eligible employees other 
than highly compensated employees shall be 
computed without regard to contributions in 
excess of 25 percent of compensation.’’

(B) Section 401(m)(3) is amended by adding 
at the end the following: ‘‘The contribution 
percentage of eligible employees other than 
highly compensated employees shall be com-
puted without regard to contributions in ex-
cess of 25 percent of compensation.’’

(4) CONFORMING AMENDMENTS.—
(A) Subsection (f) of section 72 is amended 

by striking ‘‘section 403(b)(2)(D)(iii))’’ and in-
serting ‘‘section 403(b)(2)(D)(iii), as in effect 
on December 31, 2000)’’. 

(B) Section 403(b)(3) is amended by insert-
ing ‘‘or any amount received by a former em-
ployee after the 5th taxable year following 
the taxable year in which such employee was 
terminated’’ before the period at the end of 
the second sentence. 

(C) Section 404(a)(10)(B) is amended by 
striking ‘‘, the exclusion allowance under 
section 403(b)(2),’’. 

(D) Section 415(a)(2) is amended by striking 
‘‘, and the amount of the contribution for 
such portion shall reduce the exclusion al-
lowance as provided in section 403(b)(2)’’. 

(E) Section 415(c)(3) is amended by adding 
at the end the following new subparagraph: 

‘‘(E) ANNUITY CONTRACTS.—In the case of 
an annuity contract described in section 
403(b), the term ‘participant’s compensation’ 
means the participant’s includible com-
pensation determined under section 
403(b)(3).’’

(F) Section 415(c) is amended by striking 
paragraph (4) and by redesignating para-
graph (6) as paragraph (4). 

(G) Section 415(c) is amended by striking 
paragraph (7) and inserting the following 
new paragraph: 

‘‘(5) CERTAIN CONTRIBUTIONS BY CHURCH
PLANS NOT TREATED AS EXCEEDING LIMIT.—

‘‘(A) IN GENERAL.—Notwithstanding any 
other provision of this subsection, at the 
election of a participant who is an employee 
of a church, a convention or association of 
churches, including an organization de-
scribed in section 414(e)(3)(B)(ii), contribu-
tions and other additions for an annuity con-
tract or retirement income account de-
scribed in section 403(b) with respect to such 
participant, when expressed as an annual ad-
dition to such participant’s account, shall be 
treated as not exceeding the limitation of 
paragraph (1) if such annual addition is not 
in excess of $10,000. 

‘‘(B) $40,000 AGGREGATE LIMITATION.—The
total amount of additions with respect to 
any participant which may be taken into ac-
count for purposes of this subparagraph for 
all years may not exceed $40,000. 

‘‘(C) ANNUAL ADDITION.—For purposes of 
this paragraph, the term ‘annual addition’ 
has the meaning given such term by para-
graph (2).’’

(H) Section 415(e)(3)(B) is amended—
(i) by striking ‘‘subsection (c)(6)’’ in clause 

(i) and inserting ‘‘subsection (c)(4)’’, and 
(ii) by striking ‘‘subsection (c)(7)’’ in 

clause (ii)(II) and inserting ‘‘subsection 
(c)(5)’’.

(I) Section 415(e)(5) is amended—
(i) by striking ‘‘(except in the case of a par-

ticipant who has elected under subsection 

(c)(4)(D) to have the provisions of subsection 
(c)(4)(C) apply)’’, and 

(ii) by striking the last sentence. 
(J) Section 415(n)(2)(B) is amended by 

striking ‘‘percentage’’. 
(K) Subparagraph (B) of section 402(g)(7) is 

amended by inserting before the period at 
the end the following: ‘‘(as in effect on the 
date of the enactment of the Pension Cov-
erage and Portability Act)’’. 

(b) SPECIAL RULES FOR SECTIONS 403(b) AND
408.—Subsection (k) of section 415 is amended 
by adding at the end the following new para-
graph:

‘‘(4) SPECIAL RULES FOR ANNUITY CONTRACTS
AND SIMPLIFIED PENSIONS.—For purposes of 
this section—

‘‘(A) ANNUITY CONTRACTS.—Any annuity 
contract described in section 403(b) for the 
benefit of a participant shall be treated as a 
defined contribution plan maintained by 
each employer with respect to which the par-
ticipant has the control required under sub-
section (b) or (c) of section 414 (as modified 
by subsection (h)). 

‘‘(B) SIMPLIFIED PLANS.—Any contribution 
by an employer to a simplified employee 
pension plan for an individual for a taxable 
year shall be treated as an employer con-
tribution to a defined contribution plan for 
such individual for such year.’’

(c) DEFERRED COMPENSATION PLANS OF
STATE AND LOCAL GOVERNMENTS AND TAX-EX-
EMPT ORGANIZATIONS.—Subparagraph (B) of 
section 457(b)(2) (relating to salary limita-
tion on eligible deferred compensation plans) 
is amended by striking ‘‘331⁄3 percent’’ and 
inserting ‘‘100 percent’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to years be-
ginning after December 31, 2000. 
SEC. 812. FASTER VESTING OF CERTAIN EM-

PLOYER MATCHING CONTRIBU-
TIONS.

(a) AMENDMENTS TO 1986 CODE.—Section
411(a) (relating to minimum vesting stand-
ards) is amended—

(1) in paragraph (2), by striking ‘‘A plan’’ 
and inserting ‘‘Except as provided in para-
graph (12), a plan’’, and 

(2) by adding at the end the following: 
‘‘(12) FASTER VESTING FOR MATCHING CON-

TRIBUTIONS.—In the case of matching con-
tributions (as defined in section 
401(m)(4)(A)), paragraph (2) shall be applied—

‘‘(A) by substituting ‘3 years’ for ‘5 years’ 
in subparagraph (A), and

‘‘(B) by substituting the following table for 
the table contained in subparagraph (B):

The nonforfeitable 
‘‘Years of service: percentage is: 

2 ...................................................... 20
3 ...................................................... 40
4 ...................................................... 60
5 ...................................................... 80
6 ...................................................... 100.’’
(b) AMENDMENTS TO ERISA.—Section 203(a) 

of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1053(a)) is amend-
ed—

(1) in paragraph (2), by striking ‘‘A plan’’ 
and inserting ‘‘Except as provided in para-
graph (4), a plan’’, and 

(2) by adding at the end the following: 
‘‘(4) FASTER VESTING FOR MATCHING CON-

TRIBUTIONS.—In the case of matching con-
tributions (as defined in section 401(m)(4)(A) 
of the Internal Revenue Code of 1986), para-
graph (2) shall be applied—

‘‘(A) by substituting ‘3 years’ for ‘5 years’ 
in subparagraph (A), and 

‘‘(B) by substituting the following table for 
the table contained in subparagraph (B):

The nonforfeitable 
‘‘Years of service: percentage is: 

2 ...................................................... 20
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The nonforfeitable 

‘‘Years of service: percentage is: 
3 ...................................................... 40
4 ...................................................... 60
5 ...................................................... 80
6 ...................................................... 100.’’
(c) EFFECTIVE DATES.—
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to contributions for plan 
years beginning after December 31, 2000. 

(2) COLLECTIVE BARGAINING AGREEMENTS.—
In the case of a plan maintained pursuant to 
1 or more collective bargaining agreements 
between employee representatives and 1 or 
more employers ratified by the date of en-
actment of this Act, the amendments made 
by this section shall not apply to contribu-
tions on behalf of employees covered by any 
such agreement for plan years beginning be-
fore the earlier of—

(A) the later of—
(i) the date on which the last of such col-

lective bargaining agreements terminates 
(determined without regard to any extension 
thereof on or after such date of enactment), 
or

(ii) January 1, 2001, or 
(B) January 1, 2005. 
(3) SERVICE REQUIRED.—With respect to any 

plan, the amendments made by this section 
shall not apply to any employee before the 
date that such employee has 1 hour of serv-
ice under such plan in any plan year to 
which the amendments made by this section 
apply.
SEC. 813. DEFERRED ANNUITIES FOR SURVIVING 

SPOUSES OF FEDERAL EMPLOYEES. 
(a) IN GENERAL.—Section 8341 of title 5, 

United States Code, is amended—
(1) in subsection (h)(1), by striking ‘‘sec-

tion 8338(b) of this title’’ and inserting ‘‘sec-
tion 8338(b), and a former spouse of a de-
ceased former employee who separated from 
the service with title to a deferred annuity 
under section 8338 (if they were married to 
one another prior to the date of separa-
tion),’’; and 

(2) by adding at the end the following: 
‘‘(j)(1) If a former employee dies after hav-

ing separated from the service with title to 
a deferred annuity under section 8338 but be-
fore having established a valid claim for an-
nuity, and is survived by a spouse to whom 
married on the date of separation, the sur-
viving spouse may elect to receive—

‘‘(A) an annuity, commencing on what 
would have been the former employee’s 62d 
birthday, equal to 55 percent of the former 
employee’s deferred annuity; 

‘‘(B) an annuity, commencing on the day 
after the date of death of the former em-
ployee, such that, to the extent practicable, 
the present value of the future payments of 
the annuity would be actuarially equivalent 
to the present value of the future payments 
under subparagraph (A) as of the day after 
the former employee’s death; or 

‘‘(C) the lump-sum credit, if the surviving 
spouse is the individual who would be enti-
tled to the lump-sum credit and if such sur-
viving spouse files application therefor. 

‘‘(2) An annuity under this subsection and 
the right thereto terminate on the last day 
of the month before the surviving spouse re-
marries before becoming 55 years of age, or 
dies.’’

(b) CORRESPONDING AMENDMENT FOR
FERS.—Section 8445(a) of title 5, United 
States Code, is amended—

(1) by striking ‘‘(or of a former employee 
or’’ and inserting ‘‘(or of a former’’; and 

(2) by striking ‘‘annuity)’’ and inserting 
‘‘annuity, or of a former employee who dies 

after having separated from the service with 
title to a deferred annuity under section 8413 
but before having established a valid claim 
for annuity (if such former spouse was mar-
ried to such former employee prior to the 
date of separation))’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply with respect 
to surviving spouses and former spouses 
(whose marriage, in the case of the amend-
ments made by subsection (a), terminated 
after May 6, 1985) of former employees who 
die after December 31, 2000. 
SEC. 814. CLARIFICATION OF TAX TREATMENT OF 

DIVISION OF SECTION 457 PLAN BEN-
EFITS UPON DIVORCE. 

(a) IN GENERAL.—Section 414(p)(11) (relat-
ing to application of rules to governmental 
and church plans) is amended—

(1) by inserting ‘‘or an eligible deferred 
compensation plan (within the meaning of 
section 457(b))’’ after ‘‘subsection (e))’’, and 

(2) in the heading, by striking ‘‘GOVERN-
MENTAL AND CHURCH PLANS’’ and inserting 
‘‘CERTAIN OTHER PLANS’’.

(b) WAIVER OF CERTAIN DISTRIBUTION RE-
QUIREMENTS.—Paragraph (10) of section 414(p) 
is amended by striking ‘‘and section 409(d)’’ 
and inserting ‘‘section 409(d), and section 
457(d)’’.

(c) TAX TREATMENT OF PAYMENTS FROM A
SECTION 457 PLAN.—Subsection (p) of section 
414 is amended by redesignating paragraph 
(12) as paragraph (13) and inserting after 
paragraph (11) the following new paragraph: 

‘‘(12) TAX TREATMENT OF PAYMENTS FROM A
SECTION 457 PLAN.—If a distribution or pay-
ment from an eligible deferred compensation 
plan described in section 457(b) is made pur-
suant to a qualified domestic relations order, 
rules similar to the rules of section 
402(e)(1)(A) shall apply to such distribution 
or payment.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to transfers, 
distributions, and payments made after De-
cember 31, 2000. 
SEC. 815. SPOUSES’ RIGHT TO KNOW PROPOSAL. 

(a) SPOUSE’S RIGHT TO KNOW DISTRIBUTION
INFORMATION.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—Section 417(a)(3) (relating to plan to 
provide written explanations) is amended by 
adding at the end the following new subpara-
graph:

‘‘(C) EXPLANATION TO SPOUSE.—At the time 
a plan provides a participant with a written 
explanation under subparagraph (A) or (B), 
such plan shall provide a copy of such expla-
nation to such participant’s spouse. If the 
last known address of the spouse is the same 
as the last known address of the participant, 
the requirement of the preceding sentence 
shall be treated as met if the copy referred 
to in the preceding sentence is included in a 
single mailing made to such address and ad-
dressed to both such participant and 
spouse.’’

(2) AMENDMENT OF ERISA.—Paragraph (3) of 
section 205(c) of Employee Retirement In-
come Security Act of 1974 is amended by add-
ing at the end the following new subpara-
graph:

‘‘(C) EXPLANATION TO SPOUSE.—At the time 
a plan provides a participant with a written 
explanation under subparagraph (A) or (B), 
such plan shall provide a copy of such expla-
nation to such participant’s spouse. If the 
last known address of the spouse is the same 
as the last known address of the participant, 
the requirement of the preceding sentence 
shall be treated as met if the copy referred 
to in the preceding sentence is included in a 
single mailing made to such address and ad-

dressed to both such participant and 
spouse.’’

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to years be-
ginning after December 31, 2000. 

Subtitle C—Increasing Portability of Pension 
Plans

SEC. 821. ROLLOVERS ALLOWED AMONG VAR-
IOUS TYPES OF PLANS. 

(a) ROLLOVERS FROM AND TO SECTION 457
PLANS.—

(1) ROLLOVERS FROM SECTION 457 PLANS.—
(A) IN GENERAL.—Section 457(e) (relating to 

other definitions and special rules) is amend-
ed by adding at the end the following: 

‘‘(16) ROLLOVER AMOUNTS.—
‘‘(A) GENERAL RULE.—In the case of an eli-

gible deferred compensation plan established 
and maintained by an employer described in 
subsection (e)(1)(A), if—

‘‘(i) any portion of the balance to the cred-
it of an employee in such plan is paid to such 
employee in an eligible rollover distribution 
(within the meaning of section 402(c)(4) with-
out regard to subparagraph (C) thereof), 

‘‘(ii) the employee transfers any portion of 
the property such employee receives in such 
distribution to an eligible retirement plan 
described in section 402(c)(8)(B), and 

‘‘(iii) in the case of a distribution of prop-
erty other than money, the amount so trans-
ferred consists of the property distributed, 
then such distribution (to the extent so 
transferred) shall not be includible in gross 
income for the taxable year in which paid. 

‘‘(B) CERTAIN RULES MADE APPLICABLE.—
The rules of paragraphs (2) through (7) (other 
than paragraph (4)(C)) and (9) of section 
402(c) and section 402(f) shall apply for pur-
poses of subparagraph (A). 

‘‘(C) REPORTING.—Rollovers under this 
paragraph shall be reported to the Secretary 
in the same manner as rollovers from quali-
fied retirement plans (as defined in section 
4974(c)).’’

(B) DEFERRAL LIMIT DETERMINED WITHOUT
REGARD TO ROLLOVER AMOUNTS.—Section
457(b)(2) (defining eligible deferred com-
pensation plan) is amended by inserting 
‘‘(other than rollover amounts)’’ after ‘‘tax-
able year’’. 

(C) DIRECT ROLLOVER.—Paragraph (1) of 
section 457(d) is amended by striking ‘‘and’’ 
at the end of subparagraph (A), by striking 
the period at the end of subparagraph (B) and 
inserting ‘‘, and’’, and by inserting after sub-
paragraph (B) the following: 

‘‘(C) in the case of a plan maintained by an 
employer described in subsection (e)(1)(A), 
the plan meets requirements similar to the 
requirements of section 401(a)(31).

Any amount transferred in a direct trustee-
to-trustee transfer in accordance with sec-
tion 401(a)(31) shall not be includible in gross 
income for the taxable year of transfer.’’

(D) WITHHOLDING.—
(i) Paragraph (12) of section 3401(a) is 

amended by adding at the end the following: 
‘‘(E) under or to an eligible deferred com-

pensation plan which, at the time of such 
payment, is a plan described in section 457(b) 
maintained by an employer described in sec-
tion 457(e)(1)(A); or’’. 

(ii) Paragraph (3) of section 3405(c) is 
amended to read as follows: 

‘‘(3) ELIGIBLE ROLLOVER DISTRIBUTION.—For
purposes of this subsection, the term ‘eligi-
ble rollover distribution’ has the meaning 
given such term by section 402(f)(2)(A).’’

(iii) LIABILITY FOR WITHHOLDING.—Subpara-
graph (B) of section 3405(d)(2) is amended by 
striking ‘‘or’’ at the end of clause (ii), by 
striking the period at the end of clause (iii) 
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and inserting ‘‘, or’’, and by adding at the 
end the following: 

‘‘(iv) section 457(b).’’
(2) ROLLOVERS TO SECTION 457 PLANS.—
(A) IN GENERAL.—Section 402(c)(8)(B) (de-

fining eligible retirement plan) is amended 
by striking ‘‘and’’ at the end of clause (iii), 
by striking the period at the end of clause 
(iv) and inserting ‘‘, and’’, and by inserting 
after clause (iv) the following new clause: 

‘‘(v) an eligible deferred compensation plan 
described in section 457(b) of an employer de-
scribed in section 457(e)(1)(A).’’

(B) SEPARATE ACCOUNTING.—Section 402(c) 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(11) SEPARATE ACCOUNTING.—Unless a plan 
described in clause (v) of paragraph (8)(B) 
agrees to separately account for amounts 
rolled into such plan from eligible retire-
ment plans not described in such clause, the 
plan described in such clause may not accept 
transfers or rollovers from such retirement 
plans.’’

(C) 10 PERCENT ADDITIONAL TAX.—Sub-
section (t) of section 72 (relating to 10-per-
cent additional tax on early distributions 
from qualified retirement plans) is amended 
by adding at the end the following new para-
graph:

‘‘(9) SPECIAL RULE FOR ROLLOVERS TO SEC-
TION 457 PLANS.—For purposes of this sub-
section, a distribution from an eligible de-
ferred compensation plan (as defined in sec-
tion 457(b)) of an employer described in sec-
tion 457(e)(1)(A) shall be treated as a dis-
tribution from a qualified retirement plan 
described in 4974(c)(1) to the extent that such 
distribution is attributable to an amount 
transferred to an eligible deferred compensa-
tion plan from a qualified retirement plan 
(as defined in section 4974(c)).’’

(b) ALLOWANCE OF ROLLOVERS FROM AND TO
403(b) PLANS.—

(1) ROLLOVERS FROM SECTION 403(b) PLANS.—
Section 403(b)(8)(A)(ii) (relating to rollover 
amounts) is amended by striking ‘‘such dis-
tribution’’ and all that follows and inserting 
‘‘such distribution to an eligible retirement 
plan described in section 402(c)(8)(B), and’’. 

(2) ROLLOVERS TO SECTION 403(b) PLANS.—
Section 402(c)(8)(B) (defining eligible retire-
ment plan), as amended by subsection (a), is 
amended by striking ‘‘and’’ at the end of 
clause (iv), by striking the period at the end 
of clause (v) and inserting
‘‘, and’’, and by inserting after clause (v) the 
following new clause:

‘‘(vi) an annuity contract described in sec-
tion 403(b).’’

(c) EXPANDED EXPLANATION TO RECIPIENTS
OF ROLLOVER DISTRIBUTIONS.—Paragraph (1) 
of section 402(f) (relating to written expla-
nation to recipients of distributions eligible 
for rollover treatment) is amended by strik-
ing ‘‘and’’ at the end of subparagraph (C), by 
striking the period at the end of subpara-
graph (D) and inserting ‘‘, and’’, and by add-
ing at the end the following new subpara-
graph:

‘‘(E) of the provisions under which dis-
tributions from the eligible retirement plan 
receiving the distribution may be subject to 
restrictions and tax consequences which are 
different from those applicable to distribu-
tions from the plan making such distribu-
tion.’’

(d) SPOUSAL ROLLOVERS.—Section 402(c)(9) 
(relating to rollover where spouse receives 
distribution after death of employee) is 
amended by striking ‘‘; except that’’ and all 
that follows up to the end period. 

(e) CONFORMING AMENDMENTS.—

(1) Section 72(o)(4) is amended by striking 
‘‘and 408(d)(3)’’ and inserting ‘‘403(b)(8), 
408(d)(3), and 457(e)(16)’’. 

(2) Section 219(d)(2) is amended by striking 
‘‘or 408(d)(3)’’ and inserting ‘‘408(d)(3), or 
457(e)(16)’’.

(3) Section 401(a)(31)(B) is amended by 
striking ‘‘and 403(a)(4)’’ and inserting ‘‘, 
403(a)(4), 403(b)(8), and 457(e)(16)’’. 

(4) Subparagraph (A) of section 402(f)(2) is 
amended by striking ‘‘or paragraph (4) of sec-
tion 403(a)’’ and inserting ‘‘, paragraph (4) of 
section 403(a), subparagraph (A) of section 
403(b)(8), or subparagraph (A) of section 
457(e)(16)’’.

(5) Paragraph (1) of section 402(f) is amend-
ed by striking ‘‘from an eligible retirement 
plan’’.

(6) Subparagraphs (A) and (B) of section 
402(f)(1) are amended by striking ‘‘another 
eligible retirement plan’’ and inserting ‘‘an 
eligible retirement plan’’. 

(7) Subparagraph (B) of section 403(b)(8) is 
amended to read as follows: 

‘‘(B) CERTAIN RULES MADE APPLICABLE.—
The rules of paragraphs (2) through (7) and 
(9) of section 402(c) and section 402(f) shall 
apply for purposes of subparagraph (A), ex-
cept that section 402(f) shall be applied to 
the payor in lieu of the plan administrator.’’

(8) Section 408(a)(1) is amended by striking 
‘‘or 403(b)(8)’’ and inserting ‘‘, 403(b)(8), or 
457(e)(16)’’.

(9) Subparagraphs (A) and (B) of section 
415(b)(2) are each amended by striking ‘‘and 
408(d)(3)’’ and inserting ‘‘403(b)(8), 408(d)(3), 
and 457(e)(16)’’. 

(10) Section 415(c)(2) is amended by strik-
ing ‘‘and 408(d)(3)’’ and inserting ‘‘408(d)(3), 
and 457(e)(16)’’. 

(11) Section 4973(b)(1)(A) is amended by 
striking ‘‘or 408(d)(3)’’ and inserting 
‘‘408(d)(3), or 457(e)(16)’’. 

(f) EFFECTIVE DATE; SPECIAL RULE.—
(1) EFFECTIVE DATE.—The amendments 

made by this section shall apply to distribu-
tions after December 31, 2000.

(2) SPECIAL RULE.—Notwithstanding any 
other provision of law, subsections (h)(3) and 
(h)(5) of section 1122 of the Tax Reform Act 
of 1986 shall not apply to any distribution 
from an eligible retirement plan (as defined 
in clause (iii) or (iv) of section 402(c)(8)(B) of 
the Internal Revenue Code of 1986) on behalf 
of an individual if there was a rollover to 
such plan on behalf of such individual which 
is permitted solely by reason of any amend-
ment made by this section. 
SEC. 822. ROLLOVERS OF IRAS INTO WORKPLACE 

RETIREMENT PLANS. 
(a) IN GENERAL.—Subparagraph (A) of sec-

tion 408(d)(3) (relating to rollover amounts) 
is amended by adding ‘‘or’’ at the end of 
clause (i), by striking clauses (ii) and (iii), 
and by adding at the end the following: 

‘‘(ii) the entire amount received (including 
money and any other property) is paid into 
an eligible retirement plan for the benefit of 
such individual not later than the 60th day 
after the date on which the payment or dis-
tribution is received, except that the max-
imum amount which may be paid into such 
plan may not exceed the portion of the 
amount received which is includible in gross 
income (determined without regard to this 
paragraph).

For purposes of clause (ii), the term ‘eligible 
retirement plan’ means an eligible retire-
ment plan described in clause (iii), (iv), (v), 
or (vi) of section 402(c)(8)(B) the trustee of 
which is a person which may be a trustee of 
an individual retirement plan under section 
408.’’

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 403(b) is amend-
ed by striking ‘‘section 408(d)(3)(A)(iii)’’ and 
inserting ‘‘section 408(d)(3)(A)(ii)’’. 

(2) Clause (i) of section 408(d)(3)(D) is 
amended by striking ‘‘(i), (ii), or (iii)’’ and 
inserting ‘‘(i) or (ii)’’. 

(3) Subparagraph (G) of section 408(d)(3) is 
amended to read as follows: 

‘‘(G) SIMPLE RETIREMENT ACCOUNTS.—In the 
case of any payment or distribution out of a 
simple retirement account (as defined in sub-
section (p)) to which section 72(t)(6) applies, 
this paragraph shall not apply unless such 
payment or distribution is paid into another 
simple retirement account.’’

(c) EFFECTIVE DATE; SPECIAL RULE.—
(1) EFFECTIVE DATE.—The amendments 

made by this section shall apply to distribu-
tions after December 31, 2000. 

(2) SPECIAL RULE.—Notwithstanding any 
other provision of law, subsections (h)(3) and 
(h)(5) of section 1122 of the Tax Reform Act 
of 1986 shall not apply to any distribution 
from an eligible retirement plan (as defined 
in clause (iii) or (iv) of section 402(c)(8)(B) of 
the Internal Revenue Code of 1986) on behalf 
of an individual if there was a rollover to 
such plan on behalf of such individual which 
is permitted solely by reason of the amend-
ments made by this section. 
SEC. 823. ROLLOVERS OF AFTER-TAX CONTRIBU-

TIONS.
(a) ROLLOVERS FROM EXEMPT TRUSTS.—

Paragraph (2) of section 402(c) (relating to 
maximum amount which may be rolled over) 
is amended by adding at the end the fol-
lowing: ‘‘The preceding sentence shall not 
apply to such distribution to the extent—

‘‘(A) such portion is transferred in a direct 
trustee-to-trustee transfer to a qualified 
trust which is part of a plan which is a de-
fined contribution plan and which agrees to 
separately account for amounts so trans-
ferred, including separately accounting for 
the portion of such distribution which is in-
cludible in gross income and the portion of 
such distribution which is not so includible, 
or

‘‘(B) such portion is transferred to an eligi-
ble retirement plan described in clause (i) or 
(ii) of paragraph (8)(B).’’

(b) OPTIONAL DIRECT TRANSFER OF ELIGIBLE
ROLLOVER DISTRIBUTIONS.—Subparagraph (B) 
of section 401(a)(31) (relating to limitation) 
is amended by adding at the end the fol-
lowing: ‘‘The preceding sentence shall not 
apply to such distribution if the plan to 
which such distribution is transferred—

‘‘(i) agrees to separately account for 
amounts so transferred, including separately 
accounting for the portion of such distribu-
tion which is includible in gross income and 
the portion of such distribution which is not 
so includible, or 

‘‘(ii) is an eligible retirement plan de-
scribed in clause (i) or (ii) of section 
402(c)(8)(B).’’

(c) RULES FOR APPLYING SECTION 72 TO
IRAS.—Paragraph (3) of section 408(d) (relat-
ing to special rules for applying section 72) is 
amended by inserting at the end the fol-
lowing:

‘‘(H) APPLICATION OF SECTION 72.—
‘‘(i) IN GENERAL.—If—
‘‘(I) a distribution is made from an indi-

vidual retirement plan, and 
‘‘(II) a rollover contribution is made to an 

eligible retirement plan described in section 
402(c)(8)(B)(iii), (iv), (v), or (vi) with respect 
to all or part of such distribution,

then, notwithstanding paragraph (2), the 
rules of clause (ii) shall apply for purposes of 
applying section 72. 

‘‘(ii) APPLICABLE RULES.—In the case of a 
distribution described in clause (i)—
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‘‘(I) section 72 shall be applied separately 

to such distribution, 
‘‘(II) notwithstanding the pro rata alloca-

tion of income on, and investment in the 
contract, to distributions under section 72, 
the portion of such distribution rolled over 
to an eligible retirement plan described in 
clause (i) shall be treated as from income on 
the contract (to the extent of the aggregate 
income on the contract from all individual 
retirement plans of the distributee), and 

‘‘(III) appropriate adjustments shall be 
made in applying section 72 to other dis-
tributions in such taxable year and subse-
quent taxable years.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions made after December 31, 2000. 
SEC. 824. HARDSHIP EXCEPTION TO 60-DAY RULE. 

(a) EXEMPT TRUSTS.—Paragraph (3) of sec-
tion 402(c) (relating to transfer must be made 
within 60 days of receipt) is amended to read 
as follows: 

‘‘(3) TRANSFER MUST BE MADE WITHIN 60
DAYS OF RECEIPT.—

‘‘(A) IN GENERAL.—Except as provided in 
subparagraph (B), paragraph (1) shall not 
apply to any transfer of a distribution made 
after the 60th day following the day on which 
the distributee received the property distrib-
uted.

‘‘(B) HARDSHIP EXCEPTION.—The Secretary 
may waive the 60-day requirement under 
subparagraph (A) where the failure to waive 
such requirement would be against equity or 
good conscience, including casualty, dis-
aster, or other events beyond the reasonable 
control of the individual subject to such re-
quirement.’’

(b) IRAS.—Paragraph (3) of section 408(d) 
(relating to rollover contributions), as 
amended by section 333, is amended by add-
ing after subparagraph (H) the following new 
subparagraph:

‘‘(I) WAIVER OF 60-DAY REQUIREMENT.—The
Secretary may waive the 60-day requirement 
under subparagraphs (A) and (D) where the 
failure to waive such requirement would be 
against equity or good conscience, including 
casualty, disaster, or other events beyond 
the reasonable control of the individual sub-
ject to such requirement.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions after December 31, 2000. 
SEC. 825. TREATMENT OF FORMS OF DISTRIBU-

TION.
(a) PLAN TRANSFERS.—
(1) AMENDMENT TO INTERNAL REVENUE CODE

OF 1986.—Paragraph (6) of section 411(d) (re-
lating to accrued benefit not to be decreased 
by amendment) is amended by adding at the 
end the following: 

‘‘(D) PLAN TRANSFERS.—
‘‘(i) A defined contribution plan (in this 

subparagraph referred to as the ‘transferee 
plan’) shall not be treated as failing to meet 
the requirements of this subsection merely 
because the transferee plan does not provide 
some or all of the forms of distribution pre-
viously available under another defined con-
tribution plan (in this subparagraph referred 
to as the ‘transferor plan’) to the extent 
that—

‘‘(I) the forms of distribution previously 
available under the transferor plan applied 
to the account of a participant or beneficiary 
under the transferor plan that was trans-
ferred from the transferor plan to the trans-
feree plan pursuant to a direct transfer rath-
er than pursuant to a distribution from the 
transferor plan, 

‘‘(II) the terms of both the transferor plan 
and the transferee plan authorize the trans-
fer described in subclause (I), 

‘‘(III) the transfer described in subclause 
(I) was made pursuant to a voluntary elec-
tion by the participant or beneficiary whose 
account was transferred to the transferee 
plan,

‘‘(IV) the election described in subclause 
(III) was made after the participant or bene-
ficiary received a notice describing the con-
sequences of making the election, 

‘‘(V) if the transferor plan provides for an 
annuity as the normal form of distribution 
under the plan in accordance with section 
417, the transfer is made with the consent of 
the participant’s spouse (if any), and such 
consent meets requirements similar to the 
requirements imposed by section 417(a)(2), 
and

‘‘(VI) the transferee plan allows the partic-
ipant or beneficiary described in subclause 
(III) to receive any distribution to which the 
participant or beneficiary is entitled under 
the transferee plan in the form of a single 
sum distribution. 

‘‘(ii) Clause (i) shall apply to plan mergers 
and other transactions having the effect of a 
direct transfer, including consolidations of 
benefits attributable to different employers 
within a multiple employer plan. 

‘‘(iii) Clause (i) shall not apply to a trans-
fer unless it is in connection with a bona fide 
transaction or change in employer. 

‘‘(E) ELIMINATION OF FORM OF DISTRIBU-
TION.—Except to the extent provided in regu-
lations, a defined contribution plan shall not 
be treated as failing to meet the require-
ments of this section merely because of the 
elimination of a form of distribution pre-
viously available thereunder. This subpara-
graph shall not apply to the elimination of a 
form of distribution with respect to any par-
ticipant unless—

‘‘(i) a single sum payment is available to 
such participant at the same time or times 
as the form of distribution being eliminated, 
and

‘‘(ii) such single sum payment is based on 
the same or greater portion of the partici-
pant’s account as the form of distribution 
being eliminated.’’

(2) AMENDMENT TO ERISA.—Section 204(g) of 
the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1054(g)) is amended by 
adding at the end the following: 

‘‘(4)(A) A defined contribution plan (in this 
subparagraph referred to as the ‘transferee 
plan’) shall not be treated as failing to meet 
the requirements of this subsection merely 
because the transferee plan does not provide 
some or all of the forms of distribution pre-
viously available under another defined con-
tribution plan (in this paragraph referred to 
as the ‘transferor plan’) to the extent that—

‘‘(i) the forms of distribution previously 
available under the transferor plan applied 
to the account of a participant or beneficiary 
under the transferor plan that was trans-
ferred from the transferor plan to the trans-
feree plan pursuant to a direct transfer rath-
er than pursuant to a distribution from the 
transferor plan; 

‘‘(ii) the terms of both the transferor plan 
and the transferee plan authorize the trans-
fer described in clause (i); 

‘‘(iii) the transfer described in clause (i) 
was made pursuant to a voluntary election 
by the participant or beneficiary whose ac-
count was transferred to the transferee plan; 

‘‘(iv) the election described in clause (iii) 
was made after the participant or bene-
ficiary received a notice describing the con-
sequences of making the election; 

‘‘(v) if the transferor plan provides for an 
annuity as the normal form of distribution 
under the plan in accordance with section 

417, the transfer is made with the consent of 
the participant’s spouse (if any), and such 
consent meets requirements similar to the 
requirements imposed by section 417(a)(2); 
and

‘‘(vi) the transferee plan allows the partici-
pant or beneficiary described in subclause 
(III) to receive any distribution to which the 
participant or beneficiary is entitled under 
the transferee plan in the form of a single 
sum distribution. 

‘‘(B) Subparagraph (A) shall apply to plan 
mergers and other transactions having the 
effect of a direct transfer, including consoli-
dations of benefits attributable to different 
employers within a multiple employer plan. 

‘‘(C) Subparagraph (A) shall not apply to a 
transfer unless it is in connection with a 
bona fide transaction or change in employer. 

‘‘(5) Except to the extent provided in regu-
lations, a defined contribution plan shall not 
be treated as failing to meet the require-
ments of this section merely because of the 
elimination of a form of distribution pre-
viously available thereunder. This paragraph 
shall not apply to the elimination of a form 
of distribution with respect to any partici-
pant unless—

‘‘(A) a single sum payment is available to 
such participant at the same time or times 
as the form of distribution being eliminated; 
and

‘‘(B) such single sum payment is based on 
the same or greater portion of the partici-
pant’s account as the form of distribution 
being eliminated.’’

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to years 
beginning after December 31, 2000. 

(b) REGULATIONS.—
(1) AMENDMENT TO INTERNAL REVENUE CODE

OF 1986.—The last sentence of paragraph (6)(B) 
of section 411(d) (relating to accrued benefit 
not to be decreased by amendment) is 
amended to read as follows: ‘‘The Secretary 
may by regulations provide that this sub-
paragraph shall not apply to any plan 
amendment that does not adversely affect 
the rights of participants in a material man-
ner.’’

(2) AMENDMENT TO ERISA.—The last sen-
tence of section 204(g)(2) of the Employee Re-
tirement Income Security Act of 1974 (29 
U.S.C. 1054(g)(2)) is amended to read as fol-
lows: ‘‘The Secretary of the Treasury may by 
regulations provide that this paragraph shall 
not apply to any plan amendment that does 
not adversely affect the rights of partici-
pants in a material manner.’’

(3) SECRETARY DIRECTED.—Not later than 
December 31, 2001, the Secretary of the 
Treasury is directed to issue final regula-
tions under section 411(d)(6) of the Internal 
Revenue Code of 1986 and section 204(g)(2) of 
the Employee Retirement Income Security 
Act of 1974. Such regulations shall apply to 
plan years beginning after December 31, 2001, 
or such earlier date as is specified by the 
Secretary of the Treasury. 
SEC. 826. RATIONALIZATION OF RESTRICTIONS 

ON DISTRIBUTIONS. 
(a) MODIFICATION OF SAME DESK EXCEP-

TION.—
(1) SECTION 401(k).—
(A) Section 401(k)(2)(B)(i)(I) (relating to 

qualified cash or deferred arrangements) is 
amended by striking ‘‘separation from serv-
ice’’ and inserting ‘‘severance from employ-
ment’’.

(B) Subparagraph (A) of section 401(k)(10) 
(relating to distributions upon termination 
of plan or disposition of assets or subsidiary) 
is amended to read as follows: 

‘‘(A) IN GENERAL.—An event described in 
this subparagraph is the termination of the 
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plan without establishment or maintenance 
of another defined contribution plan (other 
than an employee stock ownership plan as 
defined in section 4975(e)(7)).’’

(C) Section 401(k)(10) is amended—
(i) in subparagraph (B)—
(I) by striking ‘‘An event’’ in clause (i) and 

inserting ‘‘A termination’’, and 
(II) by striking ‘‘the event’’ in clause (i) 

and inserting ‘‘the termination’’, 
(ii) by striking subparagraph (C), and 
(iii) by striking ‘‘OR DISPOSITION OF ASSETS

OR SUBSIDIARY’’ in the heading. 
(2) SECTION 403(b).—
(A) Paragraphs (7)(A)(ii) and (11)(A) of sec-

tion 403(b) are each amended by striking 
‘‘separates from service’’ and inserting ‘‘has 
a severance from employment’’. 

(B) The heading for paragraph (11) of sec-
tion 403(b) is amended by striking ‘‘SEPARA-
TION FROM SERVICE’’ and inserting ‘‘SEVER-
ANCE FROM EMPLOYMENT’’.

(3) SECTION 457.—Clause (ii) of section 
457(d)(1)(A) is amended by striking ‘‘is sepa-
rated from service’’ and inserting ‘‘has a sev-
erance from employment’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions after December 31, 2000. 
SEC. 827. PURCHASE OF SERVICE CREDIT IN GOV-

ERNMENTAL DEFINED BENEFIT 
PLANS.

(a) 403(b) PLANS.—Subsection (b) of section 
403 is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(13) TRUSTEE-TO-TRUSTEE TRANSFERS TO
PURCHASE PERMISSIVE SERVICE CREDIT.—No
amount shall be includible in gross income 
by reason of a direct trustee-to-trustee 
transfer to a defined benefit governmental 
plan (as defined in section 414(d)) if such 
transfer is—

‘‘(A) for the purchase of permissive service 
credit (as defined in section 415(n)(3)(A)) 
under such plan, or 

‘‘(B) a repayment to which section 415 does 
not apply by reason of subsection (k)(3) 
thereof.’’

(b) 457 PLANS.—
(1) Subsection (e) of section 457 is amended 

by adding after paragraph (17) the following 
new paragraph: 

‘‘(18) TRUSTEE-TO-TRUSTEE TRANSFERS TO
PURCHASE PERMISSIVE SERVICE CREDIT.—No
amount shall be includible in gross income 
by reason of a direct trustee-to-trustee 
transfer to a defined benefit governmental 
plan (as defined in section 414(d)) if such 
transfer is—

‘‘(A) for the purchase of permissive service 
credit (as defined in section 415(n)(3)(A)) 
under such plan, or 

‘‘(B) a repayment to which section 415 does 
not apply by reason of subsection (k)(3) 
thereof.’’

(2) Section 457(b)(2) is amended by striking 
‘‘(other than rollover amounts)’’ and insert-
ing ‘‘(other than rollover amounts and 
amounts received in a transfer referred to in 
subsection (e)(16))’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trustee-
to-trustee transfers after December 31, 2000. 
SEC. 828. EMPLOYERS MAY DISREGARD ROLL-

OVERS FOR PURPOSES OF CASH-OUT 
AMOUNTS.

(a) QUALIFIED PLANS.—
(1) AMENDMENT TO INTERNAL REVENUE CODE

OF 1986.—Section 411(a)(11) (relating to re-
strictions on certain mandatory distribu-
tions) is amended by adding at the end the 
following:

‘‘(D) SPECIAL RULE FOR ROLLOVER CONTRIBU-
TIONS.—A plan shall not fail to meet the re-

quirements of this paragraph if, under the 
terms of the plan, the present value of the 
nonforfeitable accrued benefit is determined 
without regard to that portion of such ben-
efit which is attributable to rollover con-
tributions (and earnings allocable thereto). 
For purposes of this subparagraph, the term 
‘rollover contributions’ means any rollover 
contribution under sections 402(c), 403(a)(4), 
403(b)(8), 408(d)(3)(A)(ii), and 457(e)(16).’’

(2) AMENDMENT TO ERISA.—Section 203(e) of 
the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1053(c)) is amended by 
adding at the end the following: 

‘‘(4) A plan shall not fail to meet the re-
quirements of this subsection if, under the 
terms of the plan, the present value of the 
nonforfeitable accrued benefit is determined 
without regard to that portion of such ben-
efit which is attributable to rollover con-
tributions (and earnings allocable thereto). 
For purposes of this subparagraph, the term 
‘rollover contributions’ means any rollover 
contribution under sections 402(c), 403(a)(4), 
403(b)(8), 408(d)(3)(A)(ii), and 457(e)(16) of the 
Internal Revenue Code of 1986.’’

(b) ELIGIBLE DEFERRED COMPENSATION
PLANS.—Clause (i) of section 457(e)(9)(A) is 
amended by striking ‘‘such amount’’ and in-
serting ‘‘the portion of such amount which is 
not attributable to rollover contributions (as 
defined in section 411(a)(11)(D))’’.

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions after December 31, 2000.
Subtitle D—Strengthening Pension Security 

and Enforcement 
SEC. 831. TREATMENT OF MULTIEMPLOYER 

PLANS UNDER SECTION 415. 
(a) COMPENSATION LIMIT.—Paragraph (11) of 

section 415(b) (relating to limitation for de-
fined benefit plans) is amended to read as 
follows:

‘‘(11) SPECIAL LIMITATION RULE FOR GOVERN-
MENTAL AND MULTIEMPLOYER PLANS.—In the 
case of a governmental plan (as defined in 
section 414(d)) or a multiemployer plan (as 
defined in section 414(f)), subparagraph (B) of 
paragraph (1) shall not apply.’’

(b) COMBINING AND AGGREGATION OF
PLANS.—

(1) COMBINING OF PLANS.—Subsection (f) of 
section 415 (relating to combining of plans) is 
amended by adding at the end the following: 

‘‘(3) EXCEPTION FOR MULTIEMPLOYER
PLANS.—Notwithstanding paragraph (1) and 
subsection (g), a multiemployer plan (as de-
fined in section 414(f)) shall not be combined 
or aggregated with any other plan main-
tained by an employer for purposes of apply-
ing the limitations established in this sec-
tion. The preceding sentence shall not apply 
for purposes of applying subsection (b)(1)(A) 
to a plan which is not a multiemployer 
plan.’’

(2) CONFORMING AMENDMENT FOR AGGREGA-
TION OF PLANS.—Subsection (g) of section 415 
(relating to aggregation of plans) is amended 
by striking ‘‘The Secretary’’ and inserting 
‘‘Except as provided in subsection (f)(3), the 
Secretary’’.

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to years be-
ginning after December 31, 2000. 
SEC. 832. EXTENSION OF MISSING PARTICIPANTS 

PROGRAM TO MULTIEMPLOYER 
PLANS.

(a) IN GENERAL.—Section 4050 of the Em-
ployee Retirement Income Security Act of 
1974 (29 U.S.C. 1350) is amended by redesig-
nating subsection (c) as subsection (d) and by 
inserting after subsection (b) the following:

‘‘(c) MULTIEMPLOYER PLANS.—The corpora-
tion shall prescribe rules similar to the rules 

in subsection (a) for multiemployer plans 
covered by this title that terminate under 
section 4041A.’’

(b) CONFORMING AMENDMENT.—Section
206(f) of the Employee Retirement Income 
Security Act of 1974 (29 U.S.C. 1056(f)) is 
amended by striking ‘‘the plan shall provide 
that,’’.

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions made after final regulations imple-
menting subsection (c) of section 4050 of the 
Employee Retirement Income Security Act 
of 1974 (as added by subsection (a)) are pre-
scribed.
SEC. 833. CIVIL PENALTIES FOR BREACH OF FI-

DUCIARY RESPONSIBILITY. 
(a) IMPOSITION AND AMOUNT OF PENALTY

MADE DISCRETIONARY.—Section 502(l)(1) of 
the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1132(l)(1)) is amended—

(1) by striking ‘‘shall’’ and inserting 
‘‘may’’, and 

(2) by striking ‘‘equal to’’ and inserting 
‘‘not greater than’’. 

(b) APPLICABLE RECOVERY AMOUNT.—Sec-
tion 502(l)(2) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 
1132(l)(2)) is amended to read as follows:

‘‘(2) For purposes of paragraph (1), the 
term ‘applicable recovery amount’ means 
any amount which is recovered from (or on 
behalf of) any fiduciary or other person with 
respect to a breach or violation described in 
paragraph (1) on or after the 90th day fol-
lowing receipt by such fiduciary or other 
person of written notice from the Secretary 
of the violation, whether paid voluntarily or 
by order of a court in a judicial proceeding 
instituted by the Secretary under subsection 
(a)(2) or (a)(5). The Secretary may, in the 
Secretary’s sole discretion, extend the 90-day 
period described in the preceding sentence.’’

(c) OTHER RULES.—Section 502(l) of the Em-
ployee Retirement Income Security Act of 
1974 (29 U.S.C. 1132(l)) is amended by adding 
at the end the following: 

‘‘(5) A person shall be jointly and severally 
liable for the penalty described in paragraph 
(1) to the same extent that such person is 
jointly and severally liable for the applicable 
recovery amount on which the penalty is 
based.

‘‘(6) No penalty shall be assessed under this 
subsection unless the person against whom 
the penalty is assessed is given notice and 
opportunity for a hearing with respect to the 
violation and applicable recovery amount.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to any ac-
tion or claim, including any action or claim 
commenced by the Secretary of Labor, pend-
ing on or after the date of enactment of this 
Act.
SEC. 834. FAILURE TO PROVIDE NOTICE BY DE-

FINED BENEFIT PLANS SIGNIFI-
CANTLY REDUCING FUTURE BEN-
EFIT ACCRUALS. 

(a) EXCISE TAX.—
(1) IN GENERAL.—Chapter 43 of subtitle D 

(relating to qualified pension, etc., plans) is 
amended by adding at the end the following 
new section: 
‘‘SEC. 4980F. FAILURE OF DEFINED BENEFIT 

PLANS REDUCING BENEFIT ACCRU-
ALS TO SATISFY NOTICE REQUIRE-
MENTS.

‘‘(a) IMPOSITION OF TAX.—There is hereby 
imposed a tax on the failure of a large de-
fined benefit plan to meet the requirements 
of subsection (e) with respect to any applica-
ble individual. 

‘‘(b) AMOUNT OF TAX.—
‘‘(1) IN GENERAL.—The amount of the tax 

imposed by subsection (a) on any failure 
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with respect to any applicable individual 
shall be $100 for each day in the noncompli-
ance period with respect to such failure. 

‘‘(2) NONCOMPLIANCE PERIOD.—For purposes 
of this section, the term ‘noncompliance pe-
riod’ means, with respect to any failure, the 
period beginning on the date the failure first 
occurs and ending on the date the failure is 
corrected.

‘‘(3) MINIMUM TAX FOR NONCOMPLIANCE PE-
RIOD WHERE FAILURE DISCOVERED AFTER NO-
TICE OF EXAMINATION.—Notwithstanding
paragraphs (1) and (2) of subsection (c)—

‘‘(A) IN GENERAL.—In the case of 1 or more 
failures with respect to an applicable indi-
vidual—

‘‘(i) which are not corrected before the date 
a notice of examination of income tax liabil-
ity is sent to the employer, and 

‘‘(ii) which occurred or continued during 
the period under examination, 
the amount of tax imposed by subsection (a) 
by reason of such failures with respect to 
such beneficiary shall not be less than the 
lesser of $2,500 or the amount of tax which 
would be imposed by subsection (a) without 
regard to such paragraphs. 

‘‘(B) HIGHER MINIMUM TAX WHERE VIOLA-
TIONS ARE MORE THAN DE MINIMIS.—To the ex-
tent violations by the employer (or the plan 
in the case of a multiemployer plan) for any 
year are more than de minimis, subpara-
graph (A) shall be applied by substituting 
‘$15,000’ for ‘$2,500’ with respect to the em-
ployer (or such plan). 

‘‘(c) LIMITATIONS ON AMOUNT OF TAX.—
‘‘(1) TAX NOT TO APPLY WHERE FAILURE NOT

DISCOVERED EXERCISING REASONABLE DILI-
GENCE.—No tax shall be imposed by sub-
section (a) on any failure during any period 
for which it is established to the satisfaction 
of the Secretary that none of the persons re-
ferred to in subsection (d) knew, or exer-
cising reasonable diligence would have 
known, that the failure existed. 

‘‘(2) TAX NOT TO APPLY TO FAILURES COR-
RECTED WITHIN 30 DAYS.—No tax shall be im-
posed by subsection (a) on any failure if—

‘‘(A) such failure was due to reasonable 
cause and not to willful neglect, and 

‘‘(B) such failure is corrected during the 30-
day period beginning on the first date any of 
the persons referred to in subsection (d) 
knew, or exercising reasonable diligence 
would have known, that such failure existed. 

‘‘(3) OVERALL LIMITATION FOR UNINTEN-
TIONAL FAILURES.—

‘‘(A) IN GENERAL.—In the case of failures 
that are due to reasonable cause and not to 
willful neglect, the tax imposed by sub-
section (a) for failures during the taxable 
year of the employer (or, in the case of a 
multiemployer plan, the taxable year of the 
trust forming part of the plan) shall not ex-
ceed $500,000. For purposes of the preceding 
sentence, all multiemployer plans of which 
the same trust forms a part shall be treated 
as 1 plan. 

‘‘(B) TAXABLE YEARS IN THE CASE OF CER-
TAIN CONTROLLED GROUPS.—For purposes of 
this paragraph, if all persons who are treated 
as a single employer for purposes of this sec-
tion do not have the same taxable year, the 
taxable years taken into account shall be de-
termined under principles similar to the 
principles of section 1561. 

‘‘(4) WAIVER BY SECRETARY.—In the case of 
a failure which is due to reasonable cause 
and not to willful neglect, the Secretary may 
waive part or all of the tax imposed by sub-
section (a) to the extent that the payment of 
such tax would be excessive relative to the 
failure involved. 

‘‘(d) LIABILITY FOR TAX.—The following 
shall be liable for the tax imposed by sub-
section (a): 

‘‘(1) In the case of a plan other than a mul-
tiemployer plan, the employer. 

‘‘(2) In the case of a multiemployer plan, 
the plan. 

‘‘(e) NOTICE REQUIREMENTS FOR PLANS SIG-
NIFICANTLY REDUCING BENEFIT ACCRUALS.—

‘‘(1) IN GENERAL.—If a large defined benefit 
plan adopts an amendment which has the ef-
fect of significantly reducing the rate of fu-
ture benefit accrual of 1 or more partici-
pants, a trust which is part of such plan shall 
not constitute a qualified trust under this 
section unless, after adoption of such amend-
ment and not less than 15 days before its ef-
fective date, the plan administrator pro-
vides—

‘‘(A) a written statement of benefit change 
described in paragraph (2) to each applicable 
individual, and 

‘‘(B) a written notice setting forth the plan 
amendment and its effective date to each 
employee organization representing partici-
pants in the plan.
Any such notice may be provided to a person 
designated, in writing, by the person to 
which it would otherwise be provided. The 
plan administrator shall not be treated as 
failing to meet the requirements of this 
paragraph merely because the statement or 
notice is provided before the adoption of the 
plan amendment if no material modification 
of the amendment occurs before the amend-
ment is adopted. 

‘‘(2) STATEMENT OF BENEFIT CHANGE.—A
statement of benefit change described in this 
subparagraph shall—

‘‘(A) be written in a manner calculated to 
be understood by the average plan partici-
pant, and 

‘‘(B) include the information described in 
paragraph (3). 

‘‘(3) INFORMATION CONTAINED IN STATEMENT
OF BENEFIT CHANGE.—The information de-
scribed in this paragraph includes the fol-
lowing:

‘‘(A) Notice setting forth the plan amend-
ment and its effective date. 

‘‘(B) A comparison of the following 
amounts under the plan with respect to an 
applicable individual, determined both with 
and without regard to the plan amendment: 

‘‘(i) The accrued benefit and the present 
value of the accrued benefit as of the effec-
tive date. 

‘‘(ii) The projected accrued benefit and the 
projected present value of the accrued ben-
efit as of the date which is 3 years, 5 years, 
and 10 years from the effective date and as of 
the normal retirement age. 

Such comparison may include a statement 
that ‘The projected benefits were computed 
using assumptions required under Federal 
law and may not prove accurate over time.’

‘‘(C) A table of all annuity factors used to 
calculate benefits under the plan, presented 
in the form provided in section 72 and the 
regulations thereunder.

Benefits described in subparagraph (B) shall 
be stated separately and shall be calculated 
by using the applicable mortality table and 
the applicable interest rate under section 
417(e)(3)(A). The Secretary may prescribe 
regulations under which information other 
than that described in this paragraph may be 
provided in cases where the comparative 
benefits are not needed. 

‘‘(4) EMPLOYERS HELD HARMLESS.—A plan 
(and any employer maintaining the plan) 
shall not be treated as failing to meet the re-
quirements of this subsection (or as being 
liable to any applicable individual) by reason 

of any projected amounts under paragraph 
(3) being wrong if such amounts were com-
puted in accordance with such paragraph. 

‘‘(5) LARGE DEFINED BENEFIT PLAN; APPLICA-
BLE INDIVIDUAL.—For purposes of this sub-
section—

‘‘(A) LARGE DEFINED BENEFIT PLAN.—The
term ‘large defined benefit plan’ means any 
defined benefit plan which had 1,000 or more 
participants who had accrued a benefit under 
the plan (whether or not nonforfeitable) as of 
the last day of the plan year preceding the 
plan year in which the plan amendment be-
comes effective. Such term shall not include 
a governmental plan (within the meaning of 
section 414(d)) or a church plan (within the 
meaning of section 414(e)). 

‘‘(B) APPLICABLE INDIVIDUAL.—The term 
‘applicable individual’ means—

‘‘(i) each participant in the plan, and 
‘‘(ii) each beneficiary who is an alternate 

payee (within the meaning of section 
414(p)(8)) under an applicable qualified do-
mestic relations order (within the meaning 
of section 414(p)(1)(A)),

who has a nonforfeitable benefit under the 
plan as of the effective date of the plan 
amendment and who may reasonably be ex-
pected to be affected by the plan amend-
ment.

‘‘(6) ACCRUED BENEFIT; PROJECTED RETIRE-
MENT BENEFIT.—For purposes of this sub-
section—

‘‘(A) PRESENT VALUE OF ACCRUED BENEFIT.—
The present value of an accrued benefit of 
any applicable individual shall be calculated 
as if the accrued benefit were in the form of 
a single life annuity commencing at the par-
ticipant’s normal retirement age (and by 
taking into account any early retirement 
subsidy).

‘‘(B) PROJECTED ACCRUED BENEFIT.—
‘‘(i) IN GENERAL.—The projected accrued 

benefit of any applicable individual shall be 
calculated as if the benefit were payable in 
the form of a single life annuity commencing 
at the participant’s normal retirement age 
(and by taking into account any early retire-
ment subsidy). 

‘‘(ii) COMPENSATION AND OTHER ASSUMP-
TIONS.—Such benefit shall be calculated by 
assuming that compensation and all other 
benefit factors would increase for each plan 
year beginning after the effective date of the 
plan amendment at a rate equal to the me-
dian average of the CPI increase percentage 
(as defined in section 215(i) of the Social Se-
curity Act) for the 5 calendar years imme-
diately preceding the calendar year before 
the calendar year in which such effective 
date occurs. 

‘‘(iii) BENEFIT FACTORS.—For purposes of 
clause (ii), the term ‘benefit factors’ means 
social security benefits and all other rel-
evant factors under section 411(b)(1)(A) used 
to compute benefits under the plan which 
had increased from the 2d plan year pre-
ceding the plan year in which the effective 
date of the plan amendment occurs to the 1st 
such preceding plan year. 

‘‘(C) NORMAL RETIREMENT AGE.—The term 
‘normal retirement age’ means the later of—

‘‘(i) the date determined under section 
411(a)(8), or 

‘‘(ii) the date a plan participant attains 
age 62.’’

(2) CONFORMING AMENDMENT.—The table of 
sections for chapter 43 of subtitle D is 
amended by adding at the end the following 
new item:
‘‘Sec. 4980F. Failure of defined benefit plans 

reducing benefit accruals to 
satisfy notice requirements.’’

(b) AMENDMENTS TO ERISA.—
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(1) BENEFIT STATEMENT REQUIREMENT.—Sec-

tion 204(h) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 1054(h)) 
is amended by adding at the end the fol-
lowing new paragraphs: 

‘‘(3)(A) If paragraph (1) applies to the adop-
tion of a plan amendment by a large defined 
benefit plan, the plan administrator shall, 
after adoption of such amendment and not 
less than 15 days before its effective date, 
provide with the notice under paragraph (1) a 
written statement of benefit change de-
scribed in subparagraph (B) to each applica-
ble individual. The Secretary may provide 
that paragraph (1) shall not apply to an 
amendment by reason of a failure under this 
paragraph if such application would be an ex-
cessive penalty relative to the failure in-
volved.

‘‘(B) A statement of benefit change de-
scribed in this subparagraph shall—

‘‘(i) be written in a manner calculated to 
be understood by the average plan partici-
pant, and 

‘‘(ii) include the information described in 
subparagraph (C). 

‘‘(C) The information described in this sub-
paragraph includes the following: 

‘‘(i) A comparison of the following amounts 
under the plan with respect to an applicable 
individual, determined both with and with-
out regard to the plan amendment:

‘‘(I) The accrued benefit and the present 
value of the accrued benefit as of the effec-
tive date. 

‘‘(II) The projected accrued benefit and the 
projected present value of the accrued ben-
efit as of the date which is 3 years, 5 years, 
and 10 years from the effective date and as of 
the normal retirement age.

Such comparison shall include a statement 
that ‘The projected benefits were computed 
using assumptions required under Federal 
law and may not prove accurate over time.’

‘‘(ii) A table of all annuity factors used to 
calculate benefits under the plan, presented 
in the form provided in section 72 of the In-
ternal Revenue Code of 1986 and the regula-
tions thereunder.

Benefits described in clause (i) shall be stat-
ed separately and shall be calculated by 
using the applicable mortality table and the 
applicable interest rate under section 
417(e)(3)(A) of such Code. The Secretary may 
prescribe regulations under which informa-
tion other than that described in this sub-
paragraph may be provided in cases where 
the comparative benefits are not needed. 

‘‘(D) A plan (and any employer maintain-
ing the plan) shall not be treated as failing 
to meet the requirements of this paragraph 
(or as being liable to any applicable indi-
vidual) by reason of any projected amounts 
under subparagraph (C) being wrong if such 
amounts were computed in accordance with 
such subparagraph. 

‘‘(E) For purposes of this paragraph—
‘‘(i) The term ‘large defined benefit plan’ 

means any defined benefit plan which had 
1,000 or more participants who had accrued a 
benefit under the plan (whether or not non-
forfeitable) as of the last day of the plan 
year preceding the plan year in which the 
plan amendment becomes effective. Such 
term shall not include a governmental plan 
(within the meaning of section 3(32)) or a 
church plan (within the meaning of section 
3(33)).

‘‘(ii) The term ‘applicable individual’ 
means an individual described in subpara-
graph (A) or (B) of paragraph (1) who has a 
nonforfeitable benefit under the plan as of 
the effective date of the plan amendment 

and who may reasonably be expected to be 
affected by the plan amendment. 

‘‘(F) For purposes of this paragraph—
‘‘(i) The present value of an accrued benefit 

of any applicable individual shall be cal-
culated as if the accrued benefit were in the 
form of a single life annuity commencing at 
the participant’s normal retirement age (and 
by taking into account any early retirement 
subsidy).

‘‘(ii)(I) The projected accrued benefit of 
any applicable individual shall be calculated 
as if the benefit were payable in the form of 
a single life annuity commencing at the par-
ticipant’s normal retirement age (and by 
taking into account any early retirement 
subsidy).

‘‘(II) Such benefit shall be calculated by 
assuming that compensation and all other 
benefit factors would increase for each plan 
year beginning after the effective date of the 
plan amendment at a rate equal to the me-
dian average of the CPI increase percentage 
(as defined in section 215(i) of the Social Se-
curity Act) for the 5 calendar years imme-
diately preceding the calendar year before 
the calendar year in which such effective 
date occurs. 

‘‘(III) For purposes of subclause (II), the 
term ‘benefit factors’ means social security 
benefits and all other relevant factors under 
section 204(b)(1)(A) used to compute benefits 
under the plan which had increased from the 
2d plan year preceding the plan year in 
which the effective date of the plan amend-
ment occurs to the 1st such preceding plan 
year.

‘‘(iii) The term ‘normal retirement age’ 
means the later of—

‘‘(I) the date determined under section 
3(24), or 

‘‘(II) the date a plan participant attains 
age 62. 

‘‘(4) A plan administrator shall not be 
treated as failing to meet the requirements 
of this subsection merely because the notice 
or statement is provided before the adoption 
of the plan amendment if no material modi-
fication of the amendment occurs before the 
amendment is adopted.’’

(2) CONFORMING AMENDMENT.—Section
204(h)(1) of such Act (29 U.S.C. 1054(h)(1)) is 
amended by inserting ‘‘(including any writ-
ten statement of benefit change if required 
by paragraph (3))’’ after ‘‘written notice’’. 

(c) EFFECTIVE DATES.—
(1) IN GENERAL.—The amendments made by 

this section shall apply to plan amendments 
taking effect in plan years beginning on or 
after the earlier of—

(A) the later of—
(i) January 1, 1999, or 
(ii) the date on which the last of the collec-

tive bargaining agreements pursuant to 
which the plan is maintained terminates (de-
termined without regard to any extension 
thereof after the date of the enactment of 
this Act), or 

(B) January 1, 2001. 
(2) EXCEPTION WHERE NOTICE GIVEN.—The

amendments made by this section shall not 
apply to any plan amendment for which 
written notice was given to participants or 
their representatives before March 17, 1999, 
without regard to whether the amendment 
was adopted before such date. 

(3) SPECIAL RULE.—The period for providing 
any notice required by, or any notice the 
contents of which are changed by, the 
amendments made by this Act shall not end 
before the date which is 6 months after the 
date of the enactment of this Act. 

Subtitle E—Encouraging Retirement 
Education

SEC. 841. PERIODIC PENSION BENEFITS STATE-
MENTS.

(a) IN GENERAL.—Section 105(a) of the Em-
ployee Retirement Income Security Act of 
1974 (29 U.S.C. 1025(a)) is amended by striking 
‘‘shall furnish to any plan participant or 
beneficiary who so requests in writing, a 
statement’’ and inserting ‘‘shall furnish to 
each plan participant at least once each year 
(3 years in the case of a defined benefit plan) 
or upon written request of a plan participant 
or beneficiary, a statement in written or 
electronic form’’. 

(b) RULE FOR MULTIEMPLOYER PLANS.—Sec-
tion 105(d) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 1025(d)) 
is amended to read as follows: 

‘‘(d) Upon written request of a plan partici-
pant or beneficiary, each administrator of a 
plan to which more than 1 unaffiliated em-
ployer is required to contribute shall furnish 
a statement described in subsection (a) in 
written or electronic form.’’ 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to plan 
years beginning after the earlier of—

(1) the date of issuance by the Secretary of 
Labor of regulations providing guidance for 
simplifying defined benefit plan calculations 
with respect to the information required 
under section 105 of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C. 
1025), or 

(2) December 31, 1998. 
SEC. 842. CLARIFICATION OF TREATMENT OF EM-

PLOYER-PROVIDED RETIREMENT 
ADVICE.

(a) IN GENERAL.—Subsection (a) of section 
132 (relating to exclusion from gross income) 
is amended by striking ‘‘or’’ at the end of 
paragraph (5), by striking the period at the 
end of paragraph (6) and inserting ‘‘, or’’, and 
by adding at the end the following new para-
graph:

‘‘(7) qualified retirement planning advice.’’
(b) QUALIFIED RETIREMENT PLANNING AD-

VICE DEFINED.—Section 132 is amended by re-
designating subsection (m) as subsection (n) 
and by inserting after subsection (l) the fol-
lowing:

‘‘(m) QUALIFIED RETIREMENT PLANNING AD-
VICE.—

‘‘(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified retirement planning 
advice’ means any retirement planning ad-
vice provided to an employee and his spouse 
by an employer maintaining a qualified em-
ployer plan. Such term shall not include the 
providing of tax preparation, accounting, 
legal, brokerage, or other similar services. 

‘‘(2) NONDISCRIMINATION RULE.—Subsection
(a)(7) shall apply in the case of highly com-
pensated employees only if such advice is 
available on substantially the same terms to 
each member of the group of employees nor-
mally provided education and information 
regarding the employer’s qualified employer 
plan.

‘‘(3) QUALIFIED EMPLOYER PLAN.—For pur-
poses of this subsection, the term ‘qualified 
employer plan’ means a plan, contract, pen-
sion, or account described in section 
219(g)(5).’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to years be-
ginning after December 31, 2000.

Subtitle F—Reducing Red Tape 
SEC. 851. ESOP DIVIDENDS MAY BE REINVESTED 

WITHOUT LOSS OF DIVIDEND DE-
DUCTION.

(a) IN GENERAL.—Section 404(k)(2)(A) (de-
fining applicable dividends) is amended by 
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striking ‘‘or’’ at the end of clause (ii), by re-
designating clause (iii) as clause (iv), and by 
inserting after clause (ii) the following: 

‘‘(iii) is, at the election of such partici-
pants or their beneficiaries—

‘‘(I) payable as provided in clause (i) or (ii), 
or

‘‘(II) paid to the plan and reinvested in 
qualifying employer securities, or’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 852. REDUCED PBGC PREMIUM FOR NEW 

PLANS OF SMALL EMPLOYERS. 
(a) IN GENERAL.—Subparagraph (A) of sec-

tion 4006(a)(3) of the Employee Retirement 
Income Security Act of 1974 (29 U.S.C. 
1306(a)(3)(A)) is amended—

(1) in clause (i), by inserting ‘‘other than a 
new single-employer plan (as defined in sub-
paragraph (F)) maintained by a small em-
ployer (as so defined),’’ after ‘‘single-em-
ployer plan,’’, 

(2) in clause (iii), by striking the period at 
the end and inserting ‘‘, and’’, and 

(3) by adding at the end the following new 
clause:

‘‘(iv) in the case of a new single-employer 
plan (as defined in subparagraph (F)) main-
tained by a small employer (as so defined) 
for the plan year, $5 for each individual who 
is a participant in such plan during the plan 
year.’’

(b) DEFINITION OF NEW SINGLE-EMPLOYER
PLAN.—Section 4006(a)(3) of the Employee 
Retirement Income Security Act of 1974 (29 
U.S.C. 1306(a)(3)) is amended by adding at the 
end the following new subparagraph: 

‘‘(F)(i) For purposes of this paragraph, a 
single-employer plan maintained by a con-
tributing sponsor shall be treated as a new 
single-employer plan for each of its first 5 
plan years if, during the 36-month period 
ending on the date of the adoption of such 
plan, the sponsor or any member of such 
sponsor’s controlled group (or any prede-
cessor of either) had not established or main-
tained a plan to which this title applies with 
respect to which benefits were accrued for 
substantially the same employees as are in 
the new single-employer plan. 

‘‘(ii)(I) For purposes of this paragraph, the 
term ‘small employer’ means an employer 
which on the first day of any plan year has, 
in aggregation with all members of the con-
trolled group of such employer, 100 or fewer 
employees.

‘‘(II) In the case of a plan maintained by 2 
or more contributing sponsors that are not 
part of the same controlled group, the em-
ployees of all contributing sponsors and con-
trolled groups of such sponsors shall be ag-
gregated for purposes of determining wheth-
er any contributing sponsor is a small em-
ployer.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to plans es-
tablished after December 31, 2000. 
SEC. 853. REDUCTION OF ADDITIONAL PBGC PRE-

MIUM FOR NEW PLANS. 
(a) IN GENERAL.—Subparagraph (E) of sec-

tion 4006(a)(3) of the Employee Retirement 
Income Security Act of 1974 (29 U.S.C. 
1306(a)(3)(E)) is amended by adding at the end 
the following new clause: 

‘‘(v) In the case of a new defined benefit 
plan, the amount determined under clause 
(ii) for any plan year shall be an amount 
equal to the product of the amount deter-
mined under clause (ii) and the applicable 
percentage. For purposes of this clause, the 
term ‘applicable percentage’ means—

‘‘(I) 0 percent, for the first plan year. 
‘‘(II) 20 percent, for the second plan year. 

‘‘(III) 40 percent, for the third plan year. 
‘‘(IV) 60 percent, for the fourth plan year. 
‘‘(V) 80 percent, for the fifth plan year.

For purposes of this clause, a defined benefit 
plan (as defined in section 3(35)) maintained 
by a contributing sponsor shall be treated as 
a new defined benefit plan for its first 5 plan 
years if, during the 36-month period ending 
on the date of the adoption of the plan, the 
sponsor and each member of any controlled 
group including the sponsor (or any prede-
cessor of either) did not establish or main-
tain a plan to which this title applies with 
respect to which benefits were accrued for 
substantially the same employees as are in 
the new plan.’’

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to plans es-
tablished after December 31, 2000. 
SEC. 854. ELIMINATION OF USER FEE FOR RE-

QUESTS TO IRS REGARDING NEW 
PENSION PLANS. 

(a) ELIMINATION OF CERTAIN USER FEES.—
The Secretary of the Treasury or the Sec-
retary’s delegate shall not require payment 
of user fees under the program established 
under section 7527 of the Internal Revenue 
Code of 1986 for requests to the Internal Rev-
enue Service for ruling letters, opinion let-
ters, and determination letters or similar re-
quests with respect to the qualified status of 
a new pension benefit plan or any trust 
which is part of the plan. 

(b) NEW PENSION BENEFIT PLAN.—For pur-
poses of this section—

(1) IN GENERAL.—The term ‘‘new pension 
benefit plan’’ means a pension, profit-shar-
ing, stock bonus, annuity, or employee stock 
ownership plan which is maintained by one 
or more eligible employers if such employer 
(or any predecessor employer) has not made 
a prior request described in subsection (a) for 
such plan (or any predecessor plan). 

(2) ELIGIBLE EMPLOYER.—The term ‘‘eligi-
ble employer’’ means an employer (or any 
predecessor employer) which has not estab-
lished or maintained a qualified employer 
plan with respect to which contributions 
were made, or benefits were accrued for serv-
ice, in the 3 most recent taxable years end-
ing prior to the first taxable year in which 
the request is made. 

(c) EFFECTIVE DATE.—The provisions of 
this section shall apply with respect to re-
quests made after December 31, 2000. 
SEC. 855. DISTRIBUTIONAL ANALYSIS OF PEN-

SION TAX BENEFITS. 

(a) ANALYSIS.—The Secretary of the Treas-
ury shall, not later than June 30, 2000 con-
duct a distributional analysis of the tax ben-
efits of major pension and retirement sav-
ings arrangements by income group. 

(b) REPORT.—The Secretary shall report to 
the Committee on Finance of the Senate and 
the Committee on Ways and Means of the 
House of Representatives the results of the 
analysis under subsection (a). To the extent 
feasible, the Secretary shall report prelimi-
nary results of such analysis within 60 days 
of the date of the enactment of this Act. 

Subtitle G—Other Provisions 
SEC. 303. TAX CREDIT FOR MATCHING CONTRIBU-

TIONS TO INDIVIDUAL DEVELOP-
MENT ACCOUNTS. 

(a) IN GENERAL.—Subchapter F of chapter 1 
(relating to exempt organizations) is amend-
ed by adding at the end the following new 
part:

‘‘PART IX—INDIVIDUAL DEVELOPMENT 
ACCOUNTS

‘‘Sec. 530A. Individual development ac-
counts.

‘‘SEC. 530A. INDIVIDUAL DEVELOPMENT AC-
COUNTS.

‘‘(a) INDIVIDUAL DEVELOPMENT ACCOUNT.—
For purposes of this section, the term ‘Indi-
vidual Development Account’ means a custo-
dial account established for the exclusive 
benefit of an eligible individual or such indi-
vidual’s beneficiaries, but only if the written 
governing instrument creating the account 
meets the following requirements: 

‘‘(1) Except in the case of a qualified roll-
over (as defined in subsection (c)(2)(E))—

‘‘(A) no contribution will be accepted un-
less it is in cash, and 

‘‘(B) contributions will not be accepted for 
the taxable year in excess of the lesser of—

‘‘(i) $350, or 
‘‘(ii) an amount equal to the compensation 

includible in the eligible individual’s gross 
income for such taxable year. 

‘‘(2) The custodian of the account is a 
qualified financial institution. 

‘‘(3) The interest of an eligible individual 
in the balance of the account (determined 
without regard to any such matching con-
tribution or earnings thereon) is nonforfeit-
able.

‘‘(4) The assets of the account will not be 
commingled with other property except in a 
common trust fund or common investment 
fund.

‘‘(5) Except as provided in subsection (c), 
any amount in the account may be paid out 
only for qualified expense distributions. 

‘‘(b) MATCHING CONTRIBUTIONS WITH RE-
SPECT TO INDIVIDUAL DEVELOPMENT AC-
COUNTS.—

‘‘(1) IN GENERAL.—If an eligible individual 
establishes an Individual Development Ac-
count with a qualified financial institution, 
the qualified financial institution may de-
posit into a separate, parallel, individual or 
pooled matching account an eligible match-
ing contribution for the taxable year. The 
qualified financial institution shall maintain 
a separate accounting of matching contribu-
tions and earnings thereon. 

‘‘(2) ELIGIBLE MATCHING CONTRIBUTION.—For
purposes of this section, the term ‘eligible 
matching contribution’ means a dollar-for-
dollar match of the contributions made by 
the eligible individual into the Individual 
Development Account described in para-
graph (1) with respect to any taxable year. 

‘‘(3) ALLOWANCE OF CREDIT FOR ELIGIBLE
MATCHING CONTRIBUTIONS.—

‘‘(A) IN GENERAL.—In the case of a qualified 
financial institution, there shall be allowed 
as a credit against the tax imposed by this 
chapter for the taxable year an amount 
equal to 85 percent of the eligible matching 
contributions made by such institution with 
respect to an eligible individual under this 
subsection for such taxable year (determined 
without regard to any amount described in 
paragraph (4)(B)). If any amount determined 
under the preceding sentence is not a mul-
tiple of $10, such amount shall be rounded to 
the next highest multiple of $10. 

‘‘(B) LIMITATION BASED ON AMOUNT OF
TAX.—The credit allowed under subparagraph 
(A) for any taxable year shall not exceed the 
excess of— 

‘‘(i) the sum of the regular tax liability (as 
defined in section 26(b)) plus the tax imposed 
by section 55, over 

‘‘(ii) the sum of the credits allowable under 
part IV of subchapter A of this chapter. 

‘‘(C) CREDIT TREATED AS ALLOWED UNDER
PART IV OF SUBCHAPTER A.—For purposes of 
subtitle F, the credit allowed under subpara-
graph (A) shall be treated as a credit allow-
able under part IV of subchapter A of this 
chapter.

‘‘(4) FORFEITURE OF MATCHING FUNDS.—
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‘‘(A) IN GENERAL.—Amounts in the match-

ing account established under this sub-
section for an eligible individual shall be re-
duced by the amount of any distribution 
from an Individual Development Account of 
such individual which is not a qualified ex-
pense distribution and which is not re-
contributed as part of a qualified rollover (as 
defined in subsection (c)(2)(E)). 

‘‘(B) USE OF FORFEITED FUNDS.—Eligible
matching contributions which are forfeited 
by an eligible individual under subparagraph 
(A) shall be used by the qualified financial 
institution to make eligible matching con-
tributions for other Individual Development 
Account contributions by eligible individ-
uals.

‘‘(5) EXCLUSION FROM INCOME.—Gross in-
come of an eligible individual shall not in-
clude any eligible matching contribution and 
the earnings thereon deposited into a match-
ing account under paragraph (1) on behalf of 
such individual. 

‘‘(6) REGULAR REPORTING OF MATCHING CON-
TRIBUTIONS.—Any qualified financial institu-
tion shall report eligible matching contribu-
tions to eligible individuals with Individual 
Development Accounts on not less than a 
quarterly basis. 

‘‘(7) TERMINATION.—No eligible matching 
contribution may be made for any taxable 
year beginning after December 31, 2005. 

‘‘(c) QUALIFIED EXPENSE DISTRIBUTION.—
For purposes of this section—

‘‘(1) IN GENERAL.—The term ‘qualified ex-
pense distribution’ means any amount paid 
or distributed out of an Individual Develop-
ment Account and the matching account es-
tablished under subsection (b) for an eligible 
individual if such amount—

‘‘(A) is used exclusively to pay the quali-
fied expenses of such individual or such indi-
vidual’s spouse or dependents, 

‘‘(B) is paid by the qualified financial insti-
tution directly to the person to whom the 
amount is due or to another Individual De-
velopment Account, and 

‘‘(C) is paid after the holder of the Indi-
vidual Development Account has completed 
an economic literacy course offered by the 
qualified financial institution, a nonprofit 
organization, or a government entity. 

‘‘(2) QUALIFIED EXPENSES.—
‘‘(A) IN GENERAL.—The term ‘qualified ex-

penses’ means any of the following: 
‘‘(i) Qualified higher education expenses. 
‘‘(ii) Qualified first-time homebuyer costs. 
‘‘(iii) Qualified business capitalization 

costs.
‘‘(iv) Qualified rollovers. 
‘‘(B) QUALIFIED HIGHER EDUCATION EX-

PENSES.—
‘‘(i) IN GENERAL.—The term ‘qualified high-

er education expenses’ has the meaning 
given such term by section 72(t)(7), deter-
mined by treating postsecondary vocational 
educational schools as eligible educational 
institutions.

‘‘(ii) POSTSECONDARY VOCATIONAL EDU-
CATION SCHOOL.—The term ‘postsecondary vo-
cational educational school’ means an area 
vocational education school (as defined in 
subparagraph (C) or (D) of section 521(4) of 
the Carl D. Perkins Vocational and Applied 
Technology Education Act (20 U.S.C. 2471(4))) 
which is in any State (as defined in section 
521(33) of such Act), as such sections are in 
effect on the date of the enactment of this 
section.

‘‘(iii) COORDINATION WITH OTHER BENEFITS.—
The amount of qualified higher education ex-
penses for any taxable year shall be reduced 
as provided in section 25A(g)(2) and by the 
amount of such expenses for which a credit 

or exclusion is allowed under this chapter for 
such taxable year. 

‘‘(C) QUALIFIED FIRST-TIME HOMEBUYER
COSTS.—The term ‘qualified first-time home-
buyer costs’ means qualified acquisition 
costs (as defined in section 72(t)(8) without 
regard to subparagraph (B) thereof) with re-
spect to a principal residence (within the 
meaning of section 121) for a qualified first-
time homebuyer (as defined in section 
72(t)(8)).

‘‘(D) QUALIFIED BUSINESS CAPITALIZATION
COSTS.—

‘‘(i) IN GENERAL.—The term ‘qualified busi-
ness capitalization costs’ means qualified ex-
penditures for the capitalization of a quali-
fied business pursuant to a qualified business 
plan.

‘‘(ii) QUALIFIED EXPENDITURES.—The term 
‘qualified expenditures’ means expenditures 
included in a qualified business plan, includ-
ing capital, plant, equipment, working cap-
ital and inventory expenses. 

‘‘(iii) QUALIFIED BUSINESS.—The term 
‘qualified business’ means any business that 
does not contravene any law. 

‘‘(iv) QUALIFIED BUSINESS PLAN.—The term 
‘qualified business plan’ means a business 
plan which meets such requirements as the 
Secretary of Housing and Urban Develop-
ment may specify. 

‘‘(E) QUALIFIED ROLLOVERS.—The term 
‘qualified rollover’ means, with respect to 
any distribution from an Individual Develop-
ment Account, the payment, within 120 days 
of such distribution, of all or a portion of 
such distribution to such account or to an-
other Individual Development Account es-
tablished in another qualified financial insti-
tution for the benefit of the eligible indi-
vidual. Rules similar to the rules of section 
408(d)(3) (other than subparagraph (C) there-
of) shall apply for purposes of this subpara-
graph.

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

‘‘(1) ELIGIBLE INDIVIDUAL.—
‘‘(A) IN GENERAL.—The term ‘eligible indi-

vidual’ means an individual who—
‘‘(i) has attained the age of 18 years, 
‘‘(ii) is a citizen or legal resident of the 

United States, and 
‘‘(iii) is a member of a household—
‘‘(I) which is eligible for the earned income 

tax credit under section 32, 
‘‘(II) which is eligible for assistance under 

a State program funded under part A of title 
IV of the Social Security Act, or 

‘‘(III) the gross income of which does not 
exceed 60 percent of the area median income 
(as determined by the Department of Hous-
ing and Urban Affairs) and the net worth of 
which does not exceed $10,000. 

‘‘(B) HOUSEHOLD.—The term ‘household’ 
means all individuals who share use of a 
dwelling unit as primary quarters for living 
and eating separate from other individuals. 

‘‘(C) DETERMINATION OF NET WORTH.—
‘‘(i) IN GENERAL.—For purposes of subpara-

graph (A)(iii)(III), the net worth of a house-
hold is the amount equal to—

‘‘(I) the aggregate fair market value of all 
assets that are owned in whole or in part by 
any member of a household, minus 

‘‘(II) the obligations or debts of any mem-
ber of the household. 

‘‘(ii) CERTAIN ASSETS DISREGARDED.—For
purposes of determining the net worth of a 
household, a household’s assets shall not be 
considered to include the primary dwelling 
unit and 1 motor vehicle owned by the house-
hold.

‘‘(D) PROOF OF COMPENSATION AND STATUS
AS AN ELIGIBLE INDIVIDUAL.—Statements

under section 6051 and other forms specified 
by the Secretary proving the eligible individ-
ual’s wages and other compensation and the 
status of the individual as an eligible indi-
vidual shall be presented to the custodian at 
the time of the establishment of the Indi-
vidual Development Account and at least 
once annually thereafter. 

‘‘(2) QUALIFIED FINANCIAL INSTITUTION.—
The term ‘qualified financial institution’ 
means any person authorized to be a trustee 
of any individual retirement account under 
section 408(a)(2). 

‘‘(3) TREATMENT OF MORE THAN ONE AC-
COUNT.—All Individual Development Ac-
counts of an individual shall be treated as 
one account. 

‘‘(4) OTHER RULES TO APPLY.—Rules similar 
to the rules of paragraphs (1), (2), and (3) of 
section 219(f), section 220(f)(8), paragraphs (4) 
and (6) of section 408(d), and section 408(m) 
shall apply for purposes of this section. 

‘‘(5) REPORTS.—The custodian of an Indi-
vidual Development Account shall make 
such reports regarding such account to the 
Secretary and to the individual for whom the 
account is maintained with respect to con-
tributions (and the years to which they re-
late), distributions, and such other matters 
as the Secretary may require under regula-
tions. The reports required by this para-
graph—

‘‘(A) shall be filed at such time and in such 
manner as the Secretary prescribes in such 
regulations, and 

‘‘(B) shall be furnished to individuals—
‘‘(i) not later than January 31 of the cal-

endar year following the calendar year to 
which such reports relate, and 

‘‘(ii) in such manner as the Secretary pre-
scribes in such regulations. 

‘‘(e) APPLICATION OF SECTION.—This section 
shall apply to amounts paid to an Individual 
Development Account for any taxable year 
beginning after December 31, 2000, and before 
January 1, 2006.’’ 

(b) TAX ON EXCESS CONTRIBUTIONS.—
(1) TAX IMPOSED.—Subsection (a) of section 

4973 is amended by striking ‘‘or’’ at the end 
of paragraph (3), adding ‘‘or’’ at the end of 
paragraph (4), and inserting after paragraph 
(4) the following new paragraph: 

‘‘(5) an Individual Development Account 
(within the meaning of section 530A(a)),’’. 

(2) EXCESS CONTRIBUTIONS.—Section 4973 is 
amended by adding at the end the following 
new subsection: 

‘‘(g) INDIVIDUAL DEVELOPMENT ACCOUNTS.—
For purposes of this section, in the case of 
Individual Development Accounts, the term 
‘excess contributions’ means the excess (if 
any) of—

‘‘(1) the amount contributed for the tax-
able year to the accounts (other than a 
qualified rollover, as defined in section 
530A(c)(2)(E)), over 

‘‘(2) the amount allowable as a contribu-
tion under section 530A.
For purposes of this subsection, any con-
tribution which is distributed from the Indi-
vidual Development Account in a distribu-
tion to which rules similar to the rules of 
section 408(d)(4) apply by reason of section 
530A(d)(4) shall be treated as an amount not 
contributed.’’

(c) INFORMATION RELATING TO CERTAIN
TRUSTS AND ANNUITY PLANS.—Subsection (c) 
of section 6047 is amended—

(1) by inserting ‘‘or section 530A’’ after 
‘‘section 219’’; and 

(2) by inserting ‘‘, of any Individual Devel-
opment Account described in section 
530A(a),’’, after ‘‘section 408(a)’’. 

(d) FAILURE TO PROVIDE REPORTS ON INDI-
VIDUAL DEVELOPMENT ACCOUNTS.—Paragraph
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(2) of section 6693(a) is amended by striking 
‘‘and’’ at the end of subparagraph (C), by 
striking the period and inserting ‘‘, and’’ at 
the end of subparagraph (D), and by adding 
at the end the following new subparagraph: 

‘‘(E) section 530(d)(5) (relating to Indi-
vidual Development Accounts).’’

(e) CLERICAL AMENDMENT.—The table of 
parts for subchapter F of chapter 1 is amend-
ed by adding at the end the following new 
item:

‘‘Part IX. Individual development ac-
counts.’’

(f) FUNDS IN ACCOUNTS DISREGARDED FOR
PURPOSES OF CERTAIN MEANS-TESTED FED-
ERAL PROGRAMS.—Notwithstanding any 
other provision of the Internal Revenue Code 
of 1986 or the Social Security Act that re-
quires consideration of 1 or more financial 
circumstances of an individual, for the pur-
pose of determining eligibility to receive, or 
the amount of, any assistance or benefit au-
thorized by such provision to be provided to 
or for the benefit of such individual, con-
tributions (including earnings thereon) in 
any Individual Development Account and ap-
plicable matching account under section 
530A of such Code shall be disregarded for 
such purpose. 

(g) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 862. FEDERAL EMPLOYEE RETIREMENT 

CONTRIBUTIONS.
(a) DEDUCTIONS, CONTRIBUTIONS, AND DE-

POSITS.—
(1) CIVIL SERVICE RETIREMENT SYSTEM.—The

table under section 8334(c) of title 5, United 
States Code, is amended—

(A) in the matter relating to an employee 
by striking:

‘‘7.4 January 1, 2000, to December 31, 2000. 
7.5 January 1, 2001, to December 31, 2002. 

7 After December 31, 2002.’’; 

and inserting the following:

‘‘7 After December 31, 1999.’’; 

(B) in the matter relating to a Member or 
employee for Congressional employee service 
by striking:

‘‘7.9 January 1, 2000, to December 31, 2000. 
8 January 1, 2001, to December 31, 2002. 

7.5 After December 31, 2002.’’; 

and inserting the following:

‘‘7 After December 31, 1999.’’; 

(C) in the matter relating to a Member for 
Member service by striking:

‘‘8.4 January 1, 2000, to December 31, 2000. 
8.5 January 1, 2001, to December 31, 2002. 

8 After December 31, 2002.’’; 

and inserting the following:

‘‘8 After December 31, 1999.’’; 

(D) in the matter relating to a law enforce-
ment officer for law enforcement service and 
firefighter for firefighter service by striking:

‘‘7.9 January 1, 2000, to December 31, 2000. 
8 January 1, 2001, to December 31, 2002. 

7.5 After December 31, 2002.’’; 

and inserting the following:

‘‘7.5 After December 31, 1999.’’; 

(E) in the matter relating to a bankruptcy 
judge by striking:

‘‘8.4 January 1, 2000, to December 31, 2000. 
8.5 January 1, 2001, to December 31, 2002. 

8 After December 31, 2002.’’; 

and inserting the following:

‘‘8 After December 31, 1999.’’; 

(F) in the matter relating to a judge of the 
United States Court of Appeals for the 
Armed Forces for service as a judge of that 
court by striking:

‘‘8.4 January 1, 2000, to December 31, 2000. 
8.5 January 1, 2001, to December 31, 2002. 

8 After December 31, 2002.’’; 

and inserting the following:

‘‘8 After December 31, 1999.’’; 

(G) in the matter relating to a United 
States magistrate by striking:

‘‘8.4 January 1, 2000, to December 31, 2000. 
8.5 January 1, 2001, to December 31, 2002. 

8 After December 31, 2002.’’; 

and inserting the following:

‘‘8 After December 31, 1999.’’; 

(H) in the matter relating to a Court of 
Federal Claims judge by striking:

‘‘8.4 January 1, 2000, to December 31, 2000. 
8.5 January 1, 2001, to December 31, 2002. 

8 After December 31, 2002.’’; 

and inserting the following:

‘‘8 After December 31, 1999.’’; 

(I) in the matter relating to the Capitol 
Police by striking:

‘‘7.9 January 1, 2000, to December 31, 2000. 
8 January 1, 2001, to December 31, 2002. 

7.5 After December 31, 2002.’’. 

and inserting the following:

‘‘7.5 After December 31, 1999.’’; 

and
(J) in the matter relating to a nuclear ma-

terial courier by striking:

‘‘7.9 January 1, 2000, to December 31, 2000. 
8 January 1, 2001, to December 31, 2002. 

7.5 After December 31, 2002.’’. 

and inserting the following:

‘‘7.5 After December 31, 1999.’’. 

(2) FEDERAL EMPLOYEES’ RETIREMENT SYS-
TEM.—Section 8422(a) of title 5, United States 
Code, is amended by striking paragraph (3) 
and inserting the following: 

‘‘(3) The applicable percentage under this 
paragraph for civilian service shall be as fol-
lows:

‘‘Employee 7 January 1, 1987, 
to December 31, 
1998.

7.25 January 1, 1999, 
to December 31, 
1999.

7 After December 
31, 1999. 

Congressional em-
ployee

7.5 January 1, 1987, 
to December 31, 
1998.

7.75 January 1, 1999, 
to December 31, 
1999.

7.5 After December 
31, 1999. 

Member 7.5 January 1, 1987, 
to December 31, 
1998.

7.75 January 1, 1999, 
to December 31, 
1999.

7.5 After December 
31, 1999. 

Law enforcement 
officer, fire-
fighter, member 
of the Capitol 
Police, or air 
traffic con-
troller

7.5 January 1, 1987, 
to December 31, 
1998.

7.75 January 1, 1999, 
to December 31, 
1999.

7.5 After December 
31, 1999. 

Nuclear materials 
courier

7 January 1, 1987, 
to the day be-
fore the date of 
enactment of 
the strom Thur-
mond National 
Defense Au-
thorization Act 
for Fiscal Year 
1999.

7.75 The date of en-
actment of the 
Strom Thur-
mond National 
Defense Au-
thorization Act 
for Fiscal Year 
1999 to Decem-
ber 31, 1998. 

7.75 January 1, 1999, 
to December 31, 
1999.

7.5 After December 
31, 1999.’’. 

(b) CONFORMING AMENDMENTS RELATING TO
MILITARY AND VOLUNTEER SERVICE UNDER
FERS.—

(1) MILITARY SERVICE.—Section 8422(e)(6) of 
title 5, United States Code, is amended to 
read as follows: 

‘‘(6) The percentage of basic pay under sec-
tion 204 of title 37 payable under paragraph 
(1), with respect to any period of military 
service performed during January 1, 1999, 
through December 31, 1999, shall be 3.25 per-
cent.’’.

(2) VOLUNTEER SERVICE.—Section 8422(f)(4) 
of title 5, United States Code, is amended to 
read as follows: 

‘‘(4) The percentage of the readjustment al-
lowance or stipend (as the case may be) pay-
able under paragraph (1), with respect to any 
period of volunteer service performed during 
January 1, 1999, through December 31, 1999, 
shall be 3.25 percent.’’. 

(c) OTHER FEDERAL RETIREMENT SYS-
TEMS.—

(1) CENTRAL INTELLIGENCE AGENCY RETIRE-
MENT AND DISABILITY SYSTEM.—

(A) DEDUCTIONS, WITHHOLDINGS, AND DEPOS-
ITS.—Section 7001(c)(2) of the Balanced Budg-
et Act of 1997 (Public Law 105–33; 111 Stat. 
659) is amended to read as follows: 

‘‘(2) INDIVIDUAL DEDUCTIONS, WITHHOLDINGS,
AND DEPOSITS.—Notwithstanding section 
211(a)(1) of the Central Intelligence Agency 
Retirement Act (50 U.S.C. 2021(a)(1)) begin-
ning on January 1, 1999, through December 
31, 1999, the percentage deducted and with-
held from the basic pay of an employee par-
ticipating in the Central Intelligence Agency 
Retirement and Disability System shall be 
7.25 percent.’’. 

(B) MILITARY SERVICE.—Section 252(h)(1)(A) 
of the Central Intelligence Agency Retire-
ment Act (50 U.S.C. 2082(h)(1)(A)), is amended 
to read as follows: 

‘‘(h)(1)(A) Each participant who has per-
formed military service before the date of 
separation on which entitlement to an annu-
ity under this title is based may pay to the 
Agency an amount equal to 7 percent of the 
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amount of basic pay paid under section 204 of 
title 37, United States Code, to the partici-
pant for each period of military service after 
December 1956; except, the amount to be paid 
for military service performed beginning on 
January 1, 1999, through December 31, 1999, 
shall be 7.25 percent of basic pay.’’. 

(2) FOREIGN SERVICE RETIREMENT AND DIS-
ABILITY SYSTEM.—

(A) IN GENERAL.—Section 7001(d)(2) of the 
Balanced Budget Act of 1997 (Public Law 105– 
33; 111 Stat. 660) is amended by striking sub-
paragraphs (A) and (B) and inserting the fol-
lowing:

‘‘(A) IN GENERAL.—Notwithstanding section 
805(a)(1) of the Foreign Service Act of 1980 (22 
U.S.C. 4045(a)(1)), beginning on January 1, 
1999, through December 31, 1999, the amount 
withheld and deducted from the basic pay of 
a participant in the Foreign Service Retire-
ment and Disability System shall be 7.25 per-
cent.

‘‘(B) FOREIGN SERVICE CRIMINAL INVESTIGA-
TORS/INSPECTORS OF THE OFFICE OF THE IN-
SPECTOR GENERAL, AGENCY FOR INTER-
NATIONAL DEVELOPMENT.—Notwithstanding
section 805(a)(2) of the Foreign Service Act 
of 1980 (22 U.S.C. 4045(a)(2)), beginning on 
January 1, 1999, through December 31, 1999, 
the amount withheld and deducted from the 
basic pay of an eligible Foreign Service 
criminal investigator/inspector of the Office 
of the Inspector General, Agency for Inter-
national Development participating in the 
Foreign Service Retirement and Disability 
System shall be 7.75 percent.’’. 

(B) CONFORMING AMENDMENT.—Section
805(d)(1) of the Foreign Service Act of 1980 (22 
U.S.C. 4045(d)(1)) is amended in the table in 
the matter following subparagraph (B) by 
striking:

‘‘January 1, 1970, through December 
31, 1998, inclusive 7 

January 1, 1999, through December 
31, 1999, inclusive 7.25

January 1, 2000, through December 
31, 2000, inclusive 7.4 

January 1, 2001, through December 
31, 2002, inclusive 7.5

After December 31, 2002 7’’. 

and inserting the following:

‘‘January 1, 1970, through December 
31, 1998, inclusive 7 

January 1, 1999, through December 
31, 1999, inclusive 7.25

After December 31, 1999 7.’’. 

(3) FOREIGN SERVICE PENSION SYSTEM.—
(A) IN GENERAL.—Section 856(a)(2) of the 

Foreign Service Act of 1980 (22 U.S.C. 
4071e(a)(2)) is amended to read as follows: 

‘‘(2) The applicable percentage under this 
subsection shall be as follows:

‘‘7.5 Before January 1, 1999. 
7.75 January 1, 1999, to December 31, 1999. 
7.5 After December 31, 1999.’’. 

(B) VOLUNTEER SERVICE.—Section 854(c)(1) 
of the Foreign Service Act of 1980 (22 U.S.C. 
4071c(c)(1)) is amended by striking all after 
‘‘volunteer service;’’ and inserting ‘‘except, 
the amount to be paid for volunteer service 
beginning on January 1, 1999, through De-
cember 31, 1999, shall be 3.25 percent.’’. 

(e) EFFECTIVE DATE.—This section and the 
amendments made by this section shall take 
effect on December 31, 1999. 
SEC. 863. EXCLUSION FROM INCOME OF SEVER-

ANCE PAYMENT AMOUNTS 
(a) EXCLUSION FROM INCOME OF SEVERANCE

PAYMENT AMOUNTS.—Part III of subchapter B 
of chapter 1 (relating to items specifically 
excluded from gross income) is amended by 

redesignating section 139 as section 140 and 
by inserting after section 138 the following 
new section: 
‘‘SEC. 139. SEVERANCE PAYMENTS. 

‘‘(a) IN GENERAL.—In the case of an indi-
vidual, gross income shall not include any 
qualified severance payment. 

‘‘(b) LIMITATION.—The amount to which the 
exclusion under subsection (a) applies shall 
not exceed $2,000 with respect to any separa-
tion from employment. 

‘‘(c) QUALIFIED SEVERANCE PAYMENT.—For
purposes of this section—

‘‘(1) IN GENERAL.—The term ‘qualified sev-
erance payment’ means any payment re-
ceived by an individual if—

‘‘(A) such payment was paid by such indi-
vidual’s employer on account of such individ-
ual’s separation from employment, 

‘‘(B) such separation was in connection 
with a reduction in the work force of the em-
ployer, and 

‘‘(C) such individual does not attain em-
ployment within 6 months of the date of 
such separation in which the amount of com-
pensation is equal to or greater than 95 per-
cent of the amount of compensation for the 
employment that is related to such payment. 

‘‘(2) LIMITATION.—Such term shall not in-
clude any payment received by an individual 
if the aggregate payments received with re-
spect to the separation from employment ex-
ceed $75,000.’’

(b) CLERICAL AMENDMENT.—The table of 
sections for part III of subchapter B of chap-
ter 1 is amended by striking the item relat-
ing to section 139 and inserting the following 
new items:
‘‘Sec. 139. Severance payments. 
‘‘Sec. 140. Cross references to other Acts.’’

(c) EFFECTIVE DATES.—The amendments 
made by subsections (a) and (c) shall apply 
to taxable years beginning after December 
31, 2000, and before January 1, 2003.

Subtitle H—Plan Amendments 
SEC. 871. PROVISIONS RELATING TO PLAN 

AMENDMENTS.
(a) IN GENERAL.—If this section applies to 

any plan or contract amendment—
(1) such plan or contract shall be treated as 

being operated in accordance with the terms 
of the plan during the period described in 
subsection (b)(2)(A), and 

(2) such plan shall not fail to meet the re-
quirements of section 411(d)(6) of the Inter-
nal Revenue Code of 1986 or section 204(g) of 
the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1054(g)) by reason of 
such amendment. 

(b) AMENDMENTS TO WHICH SECTION AP-
PLIES.—

(1) IN GENERAL.—This section shall apply to 
any amendment to any plan or annuity con-
tract which is made—

(A) pursuant to any amendment made by 
this title, or pursuant to any regulation 
issued under this title, and 

(B) on or before the last day of the first 
plan year beginning on or after January 1, 
2004.

In the case of a government plan (as defined 
in section 414(d) of the Internal Revenue 
Code of 1986 and section 3(32) of the Em-
ployee Retirement Income Security Act of 
1974), this paragraph shall be applied by sub-
stituting ‘‘2005’’ for ‘‘2004’’. 

(2) CONDITIONS.—This section shall not 
apply to any amendment unless—

(A) during the period—
(i) beginning on the date the legislative or 

regulatory amendment described in para-
graph (1)(A) takes effect (or in the case of a 
plan or contract amendment not required by 

such legislative or regulatory amendment, 
the effective date specified by the plan), and 

(ii) ending on the date described in para-
graph (1)(B) (or, if earlier, the date the plan 
or contract amendment is adopted),
the plan or contract is operated as if such 
plan or contract amendment were in effect, 
and

(B) such plan or contract amendment ap-
plies retroactively for such period.
TITLE IX—FARM RELIEF AND ECONOMIC 

DEVELOPMENT
SEC. 901. FARM AND RANCH RISK MANAGEMENT 

ACCOUNTS.
(a) IN GENERAL.—Subpart C of part II of 

subchapter E of chapter 1 (relating to tax-
able year for which deductions taken) is 
amended by inserting after section 468B the 
following:
‘‘SEC. 468C. FARM AND RANCH RISK MANAGE-

MENT ACCOUNTS. 
‘‘(a) DEDUCTION ALLOWED.—In the case of 

an individual engaged in an eligible farming 
business, there shall be allowed as a deduc-
tion for any taxable year the amount paid in 
cash by the taxpayer during the taxable year 
to a Farm and Ranch Risk Management Ac-
count (hereinafter referred to as the 
‘FARRM Account’). 

‘‘(b) LIMITATION.—The amount which a tax-
payer may pay into the FARRM Account for 
any taxable year shall not exceed 20 percent 
of so much of the taxable income of the tax-
payer (determined without regard to this 
section) which is attributable (determined in 
the manner applicable under section 1301) to 
any eligible farming business. 

‘‘(c) ELIGIBLE FARMING BUSINESS.—For pur-
poses of this section, the term ‘eligible farm-
ing business’ means any farming business (as 
defined in section 263A(e)(4)) which is not a 
passive activity (within the meaning of sec-
tion 469(c)) of the taxpayer. 

‘‘(d) FARRM ACCOUNT.—For purposes of 
this section—

‘‘(1) IN GENERAL.—The term ‘FARRM Ac-
count’ means a trust created or organized in 
the United States for the exclusive benefit of 
the taxpayer, but only if the written gov-
erning instrument creating the trust meets 
the following requirements: 

‘‘(A) No contribution will be accepted for 
any taxable year in excess of the amount al-
lowed as a deduction under subsection (a) for 
such year. 

‘‘(B) The trustee is a bank (as defined in 
section 408(n)) or another person who dem-
onstrates to the satisfaction of the Secretary 
that the manner in which such person will 
administer the trust will be consistent with 
the requirements of this section. 

‘‘(C) The assets of the trust consist en-
tirely of cash or of obligations which have 
adequate stated interest (as defined in sec-
tion 1274(c)(2)) and which pay such interest 
not less often than annually. 

‘‘(D) All income of the trust is distributed 
currently to the grantor. 

‘‘(E) The assets of the trust will not be 
commingled with other property except in a 
common trust fund or common investment 
fund.

‘‘(2) ACCOUNT TAXED AS GRANTOR TRUST.—
The grantor of a FARRM Account shall be 
treated for purposes of this title as the 
owner of such Account and shall be subject 
to tax thereon in accordance with subpart E 
of part I of subchapter J of this chapter (re-
lating to grantors and others treated as sub-
stantial owners). 

‘‘(e) INCLUSION OF AMOUNTS DISTRIBUTED.—
‘‘(1) IN GENERAL.—Except as provided in 

paragraph (2), there shall be includible in the 
gross income of the taxpayer for any taxable 
year—
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‘‘(A) any amount distributed from a 

FARRM Account of the taxpayer during such 
taxable year, and 

‘‘(B) any deemed distribution under—
‘‘(i) subsection (f)(1) (relating to deposits 

not distributed within 5 years), 
‘‘(ii) subsection (f)(2) (relating to cessation 

in eligible farming business), and 
‘‘(iii) subparagraph (A) or (B) of subsection 

(f)(3) (relating to prohibited transactions and 
pledging account as security).

‘‘(2) EXCEPTIONS.—Paragraph (1)(A) shall 
not apply to—

‘‘(A) any distribution to the extent attrib-
utable to income of the Account, and 

‘‘(B) the distribution of any contribution 
paid during a taxable year to a FARRM Ac-
count to the extent that such contribution 
exceeds the limitation applicable under sub-
section (b) if requirements similar to the re-
quirements of section 408(d)(4) are met.

For purposes of subparagraph (A), distribu-
tions shall be treated as first attributable to 
income and then to other amounts. 

‘‘(f) SPECIAL RULES.—
‘‘(1) TAX ON DEPOSITS IN ACCOUNT WHICH ARE

NOT DISTRIBUTED WITHIN 5 YEARS.—
‘‘(A) IN GENERAL.—If, at the close of any 

taxable year, there is a nonqualified balance 
in any FARRM Account—

‘‘(i) there shall be deemed distributed from 
such Account during such taxable year an 
amount equal to such balance, and 

‘‘(ii) the taxpayer’s tax imposed by this 
chapter for such taxable year shall be in-
creased by 10 percent of such deemed dis-
tribution.

The preceding sentence shall not apply if an 
amount equal to such nonqualified balance is 
distributed from such Account to the tax-
payer before the due date (including exten-
sions) for filing the return of tax imposed by 
this chapter for such year (or, if earlier, the 
date the taxpayer files such return for such 
year).

‘‘(B) NONQUALIFIED BALANCE.—For purposes 
of subparagraph (A), the term ‘nonqualified 
balance’ means any balance in the Account 
on the last day of the taxable year which is 
attributable to amounts deposited in such 
Account before the 4th preceding taxable 
year.

‘‘(C) ORDERING RULE.—For purposes of this 
paragraph, distributions from a FARRM Ac-
count (other than distributions of current in-
come) shall be treated as made from deposits 
in the order in which such deposits were 
made, beginning with the earliest deposits. 

‘‘(2) CESSATION IN ELIGIBLE FARMING BUSI-
NESS.—At the close of the first disqualifica-
tion period after a period for which the tax-
payer was engaged in an eligible farming 
business, there shall be deemed distributed 
from the FARRM Account of the taxpayer an 
amount equal to the balance in such Account 
(if any) at the close of such disqualification 
period. For purposes of the preceding sen-
tence, the term ‘disqualification period’ 
means any period of 2 consecutive taxable 
years for which the taxpayer is not engaged 
in an eligible farming business. 

‘‘(3) CERTAIN RULES TO APPLY.—Rules simi-
lar to the following rules shall apply for pur-
poses of this section: 

‘‘(A) Section 220(f)(8) (relating to treat-
ment on death). 

‘‘(B) Section 408(e)(2) (relating to loss of 
exemption of account where individual en-
gages in prohibited transaction). 

‘‘(C) Section 408(e)(4) (relating to effect of 
pledging account as security). 

‘‘(D) Section 408(g) (relating to community 
property laws).

‘‘(E) Section 408(h) (relating to custodial 
accounts).

‘‘(4) TIME WHEN PAYMENTS DEEMED MADE.—
For purposes of this section, a taxpayer shall 
be deemed to have made a payment to a 
FARRM Account on the last day of a taxable 
year if such payment is made on account of 
such taxable year and is made on or before 
the due date (without regard to extensions) 
for filing the return of tax for such taxable 
year.

‘‘(5) INDIVIDUAL.—For purposes of this sec-
tion, the term ‘individual’ shall not include 
an estate or trust. 

‘‘(6) DEDUCTION NOT ALLOWED FOR SELF-EM-
PLOYMENT TAX.—The deduction allowable by 
reason of subsection (a) shall not be taken 
into account in determining an individual’s 
net earnings from self-employment (within 
the meaning of section 1402(a)) for purposes 
of chapter 2. 

‘‘(g) REPORTS.—The trustee of a FARRM 
Account shall make such reports regarding 
such Account to the Secretary and to the 
person for whose benefit the Account is 
maintained with respect to contributions, 
distributions, and such other matters as the 
Secretary may require under regulations. 
The reports required by this subsection shall 
be filed at such time and in such manner and 
furnished to such persons at such time and in 
such manner as may be required by such reg-
ulations.’’

(b) TAX ON EXCESS CONTRIBUTIONS.—
(1) Subsection (a) of section 4973 (relating 

to tax on excess contributions to certain tax-
favored accounts and annuities), as amended 
by section 303(b)(1), is amended by striking 
‘‘or’’ at the end of paragraph (4), by redesig-
nating paragraphs (4) and (5) as paragraphs 
(5) and (6), respectively, and by inserting 
after paragraph (3) the following: 

‘‘(4) a FARRM Account (within the mean-
ing of section 468C(d)), or’’. 

(2) Section 4973, as amended by section 
303(b)(2), is amended by adding at the end the 
following:

‘‘(h) EXCESS CONTRIBUTIONS TO FARRM AC-
COUNTS.—For purposes of this section, in the 
case of a FARRM Account (within the mean-
ing of section 468C(d)), the term ‘excess con-
tributions’ means the amount by which the 
amount contributed for the taxable year to 
the Account exceeds the amount which may 
be contributed to the Account under section 
468C(b) for such taxable year. For purposes of 
this subsection, any contribution which is 
distributed out of the FARRM Account in a 
distribution to which section 468C(e)(2)(B) 
applies shall be treated as an amount not 
contributed.’’

(3) The section heading for section 4973 is 
amended to read as follows: 
‘‘SEC. 4973. EXCESS CONTRIBUTIONS TO CERTAIN 

ACCOUNTS, ANNUITIES, ETC.’’
(4) The table of sections for chapter 43 is 

amended by striking the item relating to 
section 4973 and inserting the following:

‘‘Sec. 4973. Excess contributions to certain 
accounts, annuities, etc.’’

(c) TAX ON PROHIBITED TRANSACTIONS.—
(1) Subsection (c) of section 4975 (relating 

to tax on prohibited transactions) is amend-
ed by adding at the end the following: 

‘‘(6) SPECIAL RULE FOR FARRM ACCOUNTS.—A
person for whose benefit a FARRM Account 
(within the meaning of section 468C(d)) is es-
tablished shall be exempt from the tax im-
posed by this section with respect to any 
transaction concerning such account (which 
would otherwise be taxable under this sec-
tion) if, with respect to such transaction, the 
account ceases to be a FARRM Account by 
reason of the application of section 
468C(f)(3)(A) to such account.’’

(2) Paragraph (1) of section 4975(e) is 
amended by redesignating subparagraphs (E) 
and (F) as subparagraphs (F) and (G), respec-
tively, and by inserting after subparagraph 
(D) the following: 

‘‘(E) a FARRM Account described in sec-
tion 468C(d),’’. 

(d) FAILURE TO PROVIDE REPORTS ON
FARRM ACCOUNTS.—Paragraph (2) of section 
6693(a) (relating to failure to provide reports 
on certain tax-favored accounts or annu-
ities), as amended by section 303(d), is 
amended by redesignating subparagraphs (C), 
(D), and (E) as subparagraphs (D), (E), and 
(F), respectively, and by inserting after sub-
paragraph (B) the following: 

‘‘(C) section 468C(g) (relating to FARRM 
Accounts),’’.

(e) CLERICAL AMENDMENT.—The table of 
sections for subpart C of part II of sub-
chapter E of chapter 1 is amended by insert-
ing after the item relating to section 468B 
the following:

‘‘Sec. 468C. Farm and Ranch Risk Manage-
ment Accounts.’’

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 902. LEASE AGREEMENT RELATING TO EX-

CLUSION OF CERTAIN FARM RENTAL 
INCOME FROM NET EARNINGS FROM 
SELF-EMPLOYMENT.

(a) INTERNAL REVENUE CODE.—Section
1402(a)(1)(A) (relating to net earnings from 
self-employment) is amended by striking ‘‘an 
arrangement’’ and inserting ‘‘a lease agree-
ment’’.

(b) SOCIAL SECURITY ACT.—Section
211(a)(1)(A) of the Social Security Act is 
amended by striking ‘‘an arrangement’’ and 
inserting ‘‘a lease agreement’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 903. EXCLUSION OF GAIN FROM SALE OF 

CERTAIN FARMLAND. 
(a) IN GENERAL.—Part III of subchapter B 

of chapter 1 (relating to items specifically 
excluded from gross income) is amended by 
adding after section 121 the following new 
section:
‘‘SEC. 121A. EXCLUSION OF GAIN FROM SALE OF 

QUALIFIED FARM PROPERTY. 
‘‘(a) EXCLUSION.—In the case of a natural 

person, gross income shall not include gain 
from the sale or exchange of qualified farm 
property, to the extent such property does 
not exceed 160 acres. 

‘‘(b) LIMITATION ON AMOUNT OF EXCLU-
SION.—

‘‘(1) IN GENERAL.—The amount of gain ex-
cluded from gross income under subsection 
(a) with respect to any taxable year shall not 
exceed $500,000 ($250,000 in the case of a mar-
ried individual filing a separate return), re-
duced by the aggregate amount of gain ex-
cluded under subsection (a) for all preceding 
taxable years. 

‘‘(2) SPECIAL RULE FOR JOINT RETURNS.—The
amount of the exclusion under subsection (a) 
on a joint return for any taxable year shall 
be allocated equally between the spouses for 
purposes of applying the limitation under 
paragraph (1) for any succeeding taxable 
year.

‘‘(c) QUALIFIED FARM PROPERTY.—
‘‘(1) QUALIFIED FARM PROPERTY.—For pur-

poses of this section, the term ‘qualified 
farm property’ means real property located 
in the United States if—

‘‘(A) during periods aggregating 3 years or 
more of the 5-year period ending on the date 
of the sale or exchange of such real prop-
erty—
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‘‘(i) such real property was used as a farm 

for farming purposes by the taxpayer or a 
member of the family of the taxpayer, and 

‘‘(ii) there was material participation by 
the taxpayer (or such a member) in the oper-
ation of the farm, and 

‘‘(B) such real property is located contig-
uous to the principal residence of the tax-
payer which is sold or exchanged in the same 
taxable year as such real property. 

‘‘(2) DEFINITIONS.—For purposes of this sub-
section, the terms ‘member of the family’, 
‘farm’, and ‘farming purposes’ have the re-
spective meanings given such terms by para-
graphs (2), (4), and (5) of section 2032A(e). 

‘‘(3) SPECIAL RULES.—For purposes of this 
section, rules similar to the rules of para-
graphs (4) and (5) of section 2032A(b) and 
paragraphs (3) and (6) of section 2032A(e) 
shall apply. 

‘‘(d) OTHER RULES.—For purposes of this 
section, rules similar to the rules of sub-
section (e) and subsection (f) of section 121 
shall apply.’’

(b) CONFORMING AMENDMENT.—The table of 
sections for part III of subchapter B of chap-
ter 1 is amended by adding after the item re-
lating to section 121 the following new item:
‘‘Sec. 121A. Exclusion of gain from sale of 

qualified farm property.’’ 
(c) EFFECTIVE DATE.—The amendment 

made by this section shall apply to any sale 
or exchange after December 31, 2000, in tax-
able years ending after such date. 
SEC. 904. EXEMPTION OF SMALL ISSUE AGRI-

CULTURE BONDS FROM STATE VOL-
UME CAP. 

(a) IN GENERAL.—Section 146(g) (relating to 
exception for certain bonds) is amended by 
striking ‘‘and’’ at the end of paragraph (3), 
by striking the period at the end of para-
graph (4) and inserting ‘‘, and’’, and by in-
serting after paragraph (4) the following: 

‘‘(5) any small issue bond described in sec-
tion 144(a)(12)(B)(ii).’’

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to bonds 
issued after December 31, 2000. 
SEC. 905. CAPITAL GAIN REALIZED FROM TRANS-

FER OF FARM PROPERTY IN COM-
PLETE OR PARTIAL SATISFACTION 
OF QUALIFIED FARM INDEBTED-
NESS EXCLUDED FROM GROSS IN-
COME.

(a) IN GENERAL.—Part III of subchapter B 
of chapter 1 (relating to items specifically 
excluded from gross income) is amended by 
redesignating section 139 as section 140 and 
by inserting after section 138 the following 
new section: 
‘‘SEC. 139. CAPITAL GAIN REALIZED FROM TRANS-

FER OF FARM PROPERTY IN COM-
PLETE OR PARTIAL SATISFACTION 
OF QUALIFIED FARM INDEBTED-
NESS.

‘‘(a) IN GENERAL.—Gross income of any 
taxpayer described in subsection (d) does not 
include so much of the gain from the trans-
fer of farm property in complete or partial 
satisfaction of qualified farm indebtedness as 
does not exceed $300,000. 

‘‘(b) PRIOR GAINS AND DISCHARGES OF IN-
DEBTEDNESS TAKEN INTO ACCOUNT.—

‘‘(1) IN GENERAL.—If for any prior year—
‘‘(A) gain from the transfer of farm prop-

erty in complete or partial satisfaction of 
qualified farm indebtedness, or 

‘‘(B) a discharge of such indebtedness,

is excluded from the taxpayer’s gross income 
under subsection (a) of this section or sec-
tion 108(g), respectively, subsection (a) of 
this section shall be applied for the taxable 
year with respect to such gain by reducing 
the dollar amount contained in such sub-
section by the such excluded prior year gains 
and discharges. 

‘‘(2) CURRENT YEAR COORDINATION WITH SEC-
TION 108.—Subsection (a) of this section shall 
be applied for the taxable year with respect 
to any gain by reducing the dollar amount 
contained in such subsection (after any re-
duction under paragraph (1)) by any amount 
excluded from gross income under section 108 
for such year. 

‘‘(c) REDUCTION OF TAX ATTRIBUTES.—
‘‘(1) IN GENERAL.—The amount excluded 

from gross income under subsection (a) shall 
be applied to reduce the tax attributes de-
scribed under section 108(b)(2). 

‘‘(2) COORDINATION WITH SECTION 108.—For
purposes of this subsection, the amount of 
tax attributes shall be determined after any 
reduction under section 108(b) by reason of 
amounts excluded from gross income under 
section 108(a)(1). 

‘‘(d) TAXPAYER DESCRIBED IN THIS SUB-
SECTION.—

‘‘(1) IN GENERAL.—A taxpayer is described 
in this subsection if—

‘‘(A) more than 50 percent of the gross re-
ceipts of the taxpayer for 6 of the 10 taxable 
years preceding such taxable year are attrib-
utable to—

‘‘(i) the trade or business of farming (with-
in the meaning of section 2032A(e)(5)), or 

‘‘(ii) the sale or lease of assets used in such 
trade or business, or 

‘‘(iii) both, and 
‘‘(B) equity in all property held by the tax-

payer after such transfer is less than the 
greater of —

‘‘(i) $25,000, or 
‘‘(ii) 150 percent of the excess (if any) of—
‘‘(I) the tax imposed by this chapter deter-

mined as if this section and section 108 did 
not apply to the transfer, over

‘‘(II) the tax imposed by this chapter deter-
mined with regard to this section and sec-
tion 108 (if applicable). 

‘‘(2) MODIFIED ADJUSTED GROSS INCOME.—
For purposes of this subsection, the term 
‘modified adjusted gross income’ means ad-
justed gross income—

‘‘(A) determined with regard to this sec-
tion and section 108, and 

‘‘(B) increased by the amount of interest 
received or accrued by the taxpayer during 
the taxable year which is exempt from tax. 

‘‘(3) EQUITY.—For purposes of this sub-
section, the term ‘equity’ means, with re-
spect to all property held by the taxpayer, 
an amount equal to—

‘‘(A) the fair market value of such prop-
erty, minus 

‘‘(B) any indebtedness relating to such 
property.

‘‘(e) FARM PROPERTY.—For purposes of this 
section, the term ‘farm property’ means real 
and personal property used by the taxpayer 
in the trade or business of farming (within 
the meaning of section 2032A(e)(5)). 

‘‘(f) QUALIFIED FARM INDEBTEDNESS.—For
purposes of this section, indebtedness of a 
taxpayer shall be treated as qualified farm 
indebtedness if such indebtedness was in-
curred directly in connection with the oper-
ation by the taxpayer of the trade or busi-
ness of farming (within the meaning of sec-
tion 2032A(e)(5)) and when such taxpayer ma-
terially participated in such trade or busi-
ness (within the meaning of section 
2032A(e)(6)).

‘‘(g) APPLICATION WITH RECAPTURE PROVI-
SIONS.—In the case of any gain from the 
transfer of farm property in complete or par-
tial satisfaction of qualified farm indebted-
ness which is treated as ordinary income 
under section 1245, 1250, 1252, or 1255, sub-
section (a) shall be applied for the taxable 
year by first reducing the dollar amount con-
tained in such subsection by such gain.’’. 

(b) CLERICAL AMENDMENT.—The table of 
sections for part III of subchapter B of chap-
ter 1 is amended by striking out the item re-
lating to section 139 and inserting in lieu 
thereof the following new items:

‘‘Sec. 139. Capital gain realized from transfer 
of farm property in complete or 
partial satisfaction of qualified 
farm indebtedness. 

‘‘Sec. 140. Cross references to other Acts.’’.
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to transfers 
occurring after December 31, 2000, in taxable 
years ending after such date. 
SEC. 906. EXCLUSION OF DISCHARGE OF QUALI-

FIED FARM INDEBTEDNESS FROM 
GROSS INCOME INCREASED FOR 
CERTAIN SOLVENT FARMERS. 

(a) IN GENERAL.—Section 108(g) (relating to 
special rules for discharge of qualified farm 
indebtedness) is amended by adding at the 
end thereof the following new paragraph:

‘‘(4) SPECIAL LIMITATIONS FOR CERTAIN
FARMERS.—

‘‘(A) IN GENERAL.—With respect to a tax-
payer who is described in subparagraph (C) of 
this paragraph and who elects the applica-
tion of this paragraph—

‘‘(i) the amount excluded under subpara-
graph (C) of subsection (a)(1) shall not exceed 
$300,000, and 

‘‘(ii) paragraph (2) of this subsection shall 
be applied by amending such paragraph to 
read as follows: ‘For purposes of this section, 
indebtedness of a taxpayer shall be treated 
as qualified farm indebtedness if such indebt-
edness was incurred directly in connection 
with the operation by the taxpayer of the 
trade or business of farming and when such 
taxpayer materially participated in such 
trade or business (within the meaning of sec-
tion 2032A(e)(6)).’

‘‘(B) PRIOR DISCHARGES OF INDEBTEDNESS
AND GAINS TAKEN INTO ACCOUNT.—If for any 
prior year—

‘‘(i) a discharge of qualified farm indebted-
ness, or 

‘‘(ii) gain from the transfer of farm prop-
erty in complete or partial satisfaction of 
such indebtedness,

is excluded from the taxpayer’s gross income 
under this subsection or section 139, respec-
tively, subparagraph (A) shall be applied for 
the taxable year with respect to such dis-
charge by reducing the dollar amount con-
tained in such subparagraph by the such ex-
cluded prior year discharges and gains. 

‘‘(C) TAXPAYER DESCRIBED IN THIS SUBPARA-
GRAPH.—A taxpayer is described in this sub-
paragraph if—

‘‘(i) more than 50 percent of the gross re-
ceipts of the taxpayer for 6 of the 10 taxable 
years preceding such taxable year are attrib-
utable to—

‘‘(I) the trade or business of farming (with-
in the meaning of section 2032A(e)(5)), or 

‘‘(II) the sale or lease of assets used in such 
trade or business, or 

‘‘(III) both, 
‘‘(ii) the indebtedness of the taxpayer both 

before and after such discharge is equal to 70 
percent or more of the fair market value in 
all property held by such taxpayer, and 

‘‘(iii) equity in all property held by the 
taxpayer after such discharge is less than 
the greater of—

‘‘(I) $25,000, or 
‘‘(II) 150 percent of the excess (if any) of 

the tax imposed by this chapter determined 
as if this section and section 139 did not 
apply to the transfer, over the tax imposed 
by this chapter determined with regard to 
this section and section 139 (if applicable). 
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‘‘(D) DEFINITIONS.—For purposes of this 

paragraph—
‘‘(i) FARM PROPERTY.—The term ‘farm 

property’ means real and personal property 
used by the taxpayer in the trade or business 
of farming (within the meaning of section 
2032A(e)(5)).

‘‘(ii) MODIFIED ADJUSTED GROSS INCOME.—
The term ‘modified adjusted gross income’ 
means adjusted gross income—

‘‘(I) determined with regard to this section 
and section 139, and 

‘‘(II) increased by the amount of interest 
received or accrued by the taxpayer during 
the taxable year which is exempt from tax. 

‘‘(iii) EQUITY.—The term ‘equity’ means, 
with respect to any property, an amount 
equal to—

‘‘(I) the fair market value of such property, 
minus

‘‘(II) any indebtedness relating to such 
property.’’.

(b) CONFORMING AMENDMENT.—Subpara-
graph (A) of section 108(g)(3) is amended by 
striking out ‘‘The amount’’ and inserting in 
lieu thereof ‘‘Except as provided in para-
graph (4), the amount’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to any sale 
or exchange occurring after December 31, 
2000, in taxable years ending after such date. 
SEC. 907. NET OPERATING LOSS OF FARMERS. 

(a) INCREASE IN CARRYBACK YEARS.—Para-
graph (1) of section 172(b) (relating to net op-
erating loss carrybacks and carryforwards) is 
amended by adding at the end the following 
new subparagraph: 

‘‘(G) FARMING LOSSES.—Subparagraph (A) 
shall be applied— 

‘‘(i) in the matter preceding clause (i), by 
substituting ‘any taxable year beginning 
with the 3rd taxable year after the taxable 
year of such loss’ for ‘any taxable year’, and 

‘‘(ii) in clause (i), by substituting ‘10 years’ 
for ‘2 years’,

with respect to the portion of the net oper-
ating loss of an eligible taxpayer (as defined 
in subsection (i)) for any taxable year begin-
ning after December 31, 1997, and ending be-
fore January 1, 2000, which is a farming loss 
(as so defined) with respect to the taxpayer.’’

(b) DEFINITIONS AND RULES RELATING TO
FARMING LOSSES.—Section 172 is amended by 
redesignating subsection (i) as subsection (j) 
and inserting after subsection (h) the fol-
lowing new subsection: 

‘‘(i) DEFINITIONS AND RULES RELATING TO
FARMING LOSSES.—For purposes of this sec-
tion—

‘‘(1) FARMING LOSS.—
‘‘(A) IN GENERAL.—The term ‘farming loss’ 

means the lesser of—
‘‘(i) the net operating loss of the taxpayer 

for the taxable year, or 
‘‘(ii) the net operating loss of the taxpayer 

for the taxable year determined by only tak-
ing into account items of income and deduc-
tion attributable to 1 or more qualified farm-
ing business of the taxpayer. 

‘‘(B) DOLLAR LIMITATION.—
‘‘(i) IN GENERAL.—The farming loss of tax-

payer for any taxable year shall not exceed 
$200,000.

‘‘(ii) AGGREGATION RULES.—
‘‘(I) IN GENERAL.—All persons treated as 1 

employer under subsections (a) or (b) of sec-
tion 52 shall be treated as 1 person. 

‘‘(II) PASS-THRU ENTITY.—In the case of a 
partnership, trust, or other pass-thru entity, 
the limitation shall be applied at both the 
entity and the owner level. 

‘‘(III) OWNER.—The limitation shall be re-
duced by the amount of farming loss deter-
mined for a corporation for which the tax-

payer is a 50 percent owner in the taxable 
year of the corporation ending in the taxable 
year of the taxpayer owner. 

‘‘(2) ELIGIBLE TAXPAYER.—
‘‘(A) IN GENERAL.—The term ‘eligible tax-

payer’ means a taxpayer which derives more 
than 50 percent of its gross income for the 3-
year period beginning 2 years prior to the 
current taxable year from qualified farming 
businesses.

‘‘(B) QUALIFIED FARMING BUSINESS.—The
term ‘qualified farming business’ means a 
trade or business of farming (within the 
meaning of section 2032A)—

‘‘(i) with respect to which—
‘‘(I) the taxpayer or a member of the fam-

ily of the taxpayer materially participates 
(within the meaning of section 2032A(e)(6)), 
or

‘‘(II) in the case of a taxpayer other than 
an individual, a 20 percent owner of the tax-
payer or a member of the owner’s family ma-
terially participates (as so defined), and 

‘‘(ii) which does not receive in excess of 
$7,000,000 for sales in a taxable year.

For purposes of clause (i)(II), owners which 
are members of a single family shall be 
treated as a single owner. 

‘‘(3) OWNER.—
‘‘(A) 20 PERCENT OWNER.—The term ‘20 per-

cent owner’ means any person who would be 
described in section 416(i)(1)(B)(i) if ‘20 per-
cent’ were substituted for ‘5 percent’ each 
place it appears in such section. 

‘‘(B) 50 PERCENT OWNER.—The term ‘50 per-
cent owner’ means any person who would be 
described in section 416(i)(1)(B)(i) if ‘50 per-
cent’ were substituted for ‘5 percent’ each 
place it appears in such section. 

‘‘(4) COORDINATION WITH SUBSECTION (b)(2).—
For purposes of applying subsection (b)(2), a 
farming loss for any taxable year shall be 
treated as a separate net operating loss for 
such taxable year to be taken into account 
for the remaining portion of the net oper-
ating loss for such taxable year. 

‘‘(5) ELECTION.—Any taxpayer entitled to a 
10-year carryback under subsection (b)(1)(G) 
from any loss year may elect to have the 
carryback period with respect to such loss 
year, and any portion of the farming loss for 
such year, determined without regard to sub-
section (b)(1)(G). Such election shall be made 
in such manner as may be prescribed by the 
Secretary and shall be made by the due date 
(including extensions of time) for filing the 
taxpayer’s return for the taxable year of the 
net operating loss. Such election, once made 
for any taxable year, shall be irrevocable for 
the taxable year.’’
SEC. 908. CERTAIN CASH RENTALS OF FARMLAND 

NOT TO CAUSE RECAPTURE OF SPE-
CIAL ESTATE TAX VALUATION. 

(a) IN GENERAL.—Subsection (c) of section 
2032A (relating to tax treatment of disposi-
tions and failures to use for qualified use) is 
amended by adding at the end the following 
new paragraph: 

‘‘(8) CERTAIN CASH RENTAL NOT TO CAUSE RE-
CAPTURE.—For purposes of this subsection, a 
qualified heir shall not be treated as failing 
to use property in a qualified use solely be-
cause such heir rents such property on a net 
cash basis to a member of the decedent’s 
family, but only if, during the period of the 
lease, such member of the decedent’s family 
uses such property in a qualified use.’’

(b) CONFORMING AMENDMENT.—Section
2032A (b)(5)(A) is amended by striking the 
last sentence. 

(c) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply with re-
spect to rentals occurring after December 31, 
1976.

SEC. 909. DECLARATORY JUDGMENT REMEDY RE-
LATING TO STATUS AND CLASSI-
FICATION OF FARMERS’ COOPERA-
TIVES.

(a) IN GENERAL.—Paragraph (1) of section 
7428(a) (relating to creation of remedy) is 
amended by striking ‘‘or’’ at the end of sub-
paragraph (B), and by inserting after sub-
paragraph (C) the following new subpara-
graph:

‘‘(D) with respect to the initial qualifica-
tion or continuing qualification of an organi-
zation as a cooperative described in section 
521(b) which is exempt from tax under sec-
tion 521(a), or’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply with respect 
to pleadings filed with the United States Tax 
Court, the district court of the United States 
for the District of Columbia, or the United 
States Court of Federal Claims after the date 
of enactment of this Act but only with re-
spect to determinations (or requests for de-
terminations) made after January 1, 1998.

TITLE X—TECHNOLOGY AND ECONOMIC 
DEVELOPMENT

SEC. 1001. PERMANENT EXTENSION AND MODI-
FICATION OF RESEARCH CREDIT. 

(a) PERMANENT EXTENSION.—
(1) IN GENERAL.—Section 41 (relating to 

credit for increasing research activities) is 
amended by striking subsection (h). 

(2) CONFORMING AMENDMENT.—Paragraph
(1) of section 45C(b) is amended by striking 
subparagraph (D). 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to 
amounts paid or incurred after June 30, 1999. 

(b) INCREASE IN PERCENTAGES UNDER AL-
TERNATIVE INCREMENTAL CREDIT.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 41(c)(4) is amended—

(A) by striking ‘‘1.65 percent’’ and insert-
ing ‘‘2.65 percent’’, 

(B) by striking ‘‘2.2 percent’’ and inserting 
‘‘3.2 percent’’, and 

(C) by striking ‘‘2.75 percent’’ and inserting 
‘‘3.75 percent’’. 

(2) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years beginning after June 30, 1999. 

(c) EXTENSION OF RESEARCH CREDIT TO RE-
SEARCH IN PUERTO RICO AND THE POSSESSIONS
OF THE UNITED STATES.—

(1) IN GENERAL.—Section 41(d)(4)(F) (relat-
ing to foreign research) is amended by in-
serting ‘‘, the Commonwealth of Puerto 
Rico, or any possession of the United States’’ 
after ‘‘United States’’. 

(2) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after June 30, 1999.
SEC. 1002. NEW MARKETS TAX CREDIT. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness-related credits), as amended by section 
608(a), is amended by adding at the end the 
following new section: 
‘‘SEC. 45E. NEW MARKETS TAX CREDIT. 
‘‘(a) ALLOWANCE OF CREDIT.—

‘‘(1) IN GENERAL.—For purposes of section 
38, in the case of a taxpayer who holds a 
qualified equity investment on a credit al-
lowance date of such investment which oc-
curs during the taxable year, the new mar-
kets tax credit determined under this section 
for such taxable year is an amount equal to 
6 percent of the amount paid to the qualified 
community development entity for such in-
vestment at its original issue. 

‘‘(2) CREDIT ALLOWANCE DATE.—The term 
‘credit allowance date’ means, with respect 
to any qualified equity investment—

‘‘(A) the date on which such investment is 
initially made, and 
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‘‘(B) each of the 4 anniversary dates of 

such date thereafter. 
‘‘(b) QUALIFIED EQUITY INVESTMENT.—For

purposes of this section—
‘‘(1) IN GENERAL.—The term ‘qualified eq-

uity investment’ means any equity invest-
ment in a qualified community development 
entity if—

‘‘(A) such investment is acquired by the 
taxpayer at its original issue (directly or 
through an underwriter) solely in exchange 
for cash, 

‘‘(B) substantially all of such cash is used 
by the qualified community development en-
tity to make qualified low-income commu-
nity investments, and 

‘‘(C) such investment is designated for pur-
poses of this section by the qualified commu-
nity development entity.

Such term shall not include any equity in-
vestment issued by a qualified community 
development entity more than 5 years after 
the date that such entity receives an alloca-
tion under subsection (f). Any allocation not 
used within such 5-year period may be reallo-
cated by the Secretary under subsection (f). 

‘‘(2) LIMITATION.—The maximum amount of 
equity investments issued by a qualified 
community development entity which may 
be designated under paragraph (1)(C) by such 
entity shall not exceed the portion of the 
limitation amount allocated under sub-
section (f) to such entity. 

‘‘(3) SAFE HARBOR FOR DETERMINING USE OF
CASH.—The requirement of paragraph (1)(B) 
shall be treated as met if at least 85 percent 
of the aggregate gross assets of the qualified 
community development entity are invested 
in qualified low-income community invest-
ments.

‘‘(4) TREATMENT OF SUBSEQUENT PUR-
CHASERS.—The term ‘qualified equity invest-
ment’ includes any equity investment which 
would (but for paragraph (1)(A)) be a quali-
fied equity investment in the hands of the 
taxpayer if such investment was a qualified 
equity investment in the hands of a prior 
holder.

‘‘(5) REDEMPTIONS.—A rule similar to the 
rule of section 1202(c)(3) shall apply for pur-
poses of this subsection. 

‘‘(6) EQUITY INVESTMENT.—The term ‘equity 
investment’ means—

‘‘(A) any stock in a qualified community 
development entity which is a corporation, 
and

‘‘(B) any capital interest in a qualified 
community development entity which is a 
partnership.

‘‘(c) QUALIFIED COMMUNITY DEVELOPMENT
ENTITY.—For purposes of this section—

‘‘(1) IN GENERAL.—The term ‘qualified com-
munity development entity’ means any do-
mestic corporation or partnership if—

‘‘(A) the primary mission of the entity is 
serving, or providing investment capital for, 
low-income communities or low-income per-
sons,

‘‘(B) the entity maintains accountability 
to residents of low-income communities 
through representation on governing or advi-
sory boards or otherwise, and 

‘‘(C) the entity is certified by the Sec-
retary for purposes of this section as being a 
qualified community development entity. 

‘‘(2) SPECIAL RULES FOR CERTAIN ORGANIZA-
TIONS.—The requirements of paragraph (1) 
shall be treated as met by—

‘‘(A) any specialized small business invest-
ment company (as defined in section 
1044(c)(3)), and 

‘‘(B) any community development finan-
cial institution (as defined in section 103 of 
the Community Development Banking and 

Financial Institutions Act of 1994 (12 U.S.C. 
4702)).

‘‘(d) QUALIFIED LOW-INCOME COMMUNITY IN-
VESTMENTS.—For purposes of this section—

‘‘(1) IN GENERAL.—The term ‘qualified low-
income community investment’ means—

‘‘(A) any equity investment in, or loan to, 
any qualified active low-income community 
business,

‘‘(B) the purchase from another commu-
nity development entity of any loan made by 
such entity which is a qualified low-income 
community investment if the amount re-
ceived by such other entity from such pur-
chase is used by such other entity to make 
qualified low-income community invest-
ments,

‘‘(C) financial counseling and other serv-
ices specified in regulations prescribed by 
the Secretary to businesses located in, and 
residents of, low-income communities, and 

‘‘(D) any equity investment in, or loan to, 
any qualified community development enti-
ty if substantially all of the investment or 
loan is used by such entity to make qualified 
low-income community investments de-
scribed in subparagraphs (A), (B), and (C). 

‘‘(2) QUALIFIED ACTIVE LOW-INCOME COMMU-
NITY BUSINESS.—

‘‘(A) IN GENERAL.—For purposes of para-
graph (1), the term ‘qualified active low-in-
come community business’ means, with re-
spect to any taxable year, any corporation or 
partnership if for such year—

‘‘(i) at least 50 percent of the total gross 
income of such entity is derived from the ac-
tive conduct of a qualified business within 
any low-income community, 

‘‘(ii) a substantial portion of the use of the 
tangible property of such entity (whether 
owned or leased) is within any low-income 
community,

‘‘(iii) a substantial portion of the services 
performed for such entity by its employees 
are performed in any low-income commu-
nity,

‘‘(iv) less than 5 percent of the average of 
the aggregate unadjusted bases of the prop-
erty of such entity is attributable to collect-
ibles (as defined in section 408(m)(2)) other 
than collectibles that are held primarily for 
sale to customers in the ordinary course of 
such business, and 

‘‘(v) less than 5 percent of the average of 
the aggregate unadjusted bases of the prop-
erty of such entity is attributable to non-
qualified financial property (as defined in 
section 1397B(e)). 

‘‘(B) PROPRIETORSHIP.—Such term shall in-
clude any business carried on by an indi-
vidual as a proprietor if such business would 
meet the requirements of subparagraph (A) 
were it incorporated. 

‘‘(C) PORTIONS OF BUSINESS MAY BE QUALI-
FIED ACTIVE LOW-INCOME COMMUNITY BUSI-
NESS.—The term ‘qualified active low-income 
community business’ includes any trades or 
businesses which would qualify as a qualified 
active low-income community business if 
such trades or businesses were separately in-
corporated.

‘‘(3) QUALIFIED BUSINESS.—For purposes of 
this subsection, the term ‘qualified business’ 
has the meaning given to such term by sec-
tion 1397B(d); except that—

‘‘(A) in lieu of applying paragraph (2)(B) 
thereof, the rental to others of real property 
located in any low-income community shall 
be treated as a qualified business if there are 
substantial improvements located on such 
property,

‘‘(B) paragraph (3) thereof shall not apply, 
and

‘‘(C) such term shall not include any busi-
ness if a significant portion of the equity in-

terests in such business are held by any per-
son who holds a significant portion of the eq-
uity investments in the community develop-
ment entity. 

‘‘(e) LOW-INCOME COMMUNITY.—For pur-
poses of this section—

‘‘(1) IN GENERAL.—The term ‘low-income 
community’ means any population census 
tract if—

‘‘(A) the poverty rate for such tract is at 
least 20 percent, or 

‘‘(B)(i) in the case of a tract not located 
within a metropolitan area, the median fam-
ily income for such tract does not exceed 80 
percent of statewide median family income, 
or

‘‘(ii) in the case of a tract located within a 
metropolitan area, the median family in-
come for such tract does not exceed 80 per-
cent of the greater of statewide median fam-
ily income or the metropolitan area median 
family income. 

‘‘(2) AREAS NOT WITHIN CENSUS TRACTS.—In
the case of an area which is not tracted for 
population census tracts, the equivalent 
county divisions (as defined by the Bureau of 
the Census for purposes of defining poverty 
areas) shall be used for purposes of deter-
mining poverty rates and median family in-
come.

‘‘(f) NATIONAL LIMITATION ON AMOUNT OF
INVESTMENTS DESIGNATED.—

‘‘(1) IN GENERAL.—There is a new markets 
tax credit limitation of $750,000,000 for each 
of calendar years 2000 through 2004 and zero 
for any succeeding calendar year. 

‘‘(2) ALLOCATION OF LIMITATION.—The limi-
tation under paragraph (1) shall be allocated 
by the Secretary among qualified commu-
nity development entities selected by the 
Secretary. In making allocations under the 
preceding sentence, the Secretary shall give 
priority to entities with records of having 
successfully provided capital or technical as-
sistance to disadvantaged businesses or com-
munities.

‘‘(3) CARRYOVER OF UNUSED LIMITATION.—If
the new markets tax credit limitation for 
any calendar year exceeds the aggregate 
amount allocated under paragraph (2) for 
such year, such limitation for the succeeding 
calendar year shall be increased by the 
amount of such excess. 

‘‘(g) RECAPTURE OF CREDIT IN CERTAIN
CASES.—

‘‘(1) IN GENERAL.—If, at any time during 
the 5-year period beginning on the date of 
the original issue of a qualified equity in-
vestment in a qualified community develop-
ment entity, there is a recapture event with 
respect to such investment, then the tax im-
posed by this chapter for the taxable year in 
which such event occurs shall be increased 
by the credit recapture amount. 

‘‘(2) CREDIT RECAPTURE AMOUNT.—For pur-
poses of paragraph (1), the credit recapture 
amount is an amount equal to the sum of—

‘‘(A) the aggregate decrease in the credits 
allowed to the taxpayer under section 38 for 
all prior taxable years which would have re-
sulted if no credit had been determined 
under this section with respect to such in-
vestment, plus 

‘‘(B) interest at the overpayment rate es-
tablished under section 6621 on the amount 
determined under subparagraph (A) for each 
prior taxable year for the period beginning 
on the due date for filing the return for the 
prior taxable year involved.

No deduction shall be allowed under this 
chapter for interest described in subpara-
graph (B). 

‘‘(3) RECAPTURE EVENT.—For purposes of 
paragraph (1), there is a recapture event with 
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respect to an equity investment in a quali-
fied community development entity if—

‘‘(A) such entity ceases to be a qualified 
community development entity, 

‘‘(B) the proceeds of the investment cease 
to be used as required of subsection (b)(1)(B), 
or

‘‘(C) such investment is redeemed by such 
entity.

‘‘(4) SPECIAL RULES.—
‘‘(A) TAX BENEFIT RULE.—The tax for the 

taxable year shall be increased under para-
graph (1) only with respect to credits allowed 
by reason of this section which were used to 
reduce tax liability. In the case of credits 
not so used to reduce tax liability, the 
carryforwards and carrybacks under section 
39 shall be appropriately adjusted. 

‘‘(B) NO CREDITS AGAINST TAX.—Any in-
crease in tax under this subsection shall not 
be treated as a tax imposed by this chapter 
for purposes of determining the amount of 
any credit under this chapter or for purposes 
of section 55. 

‘‘(h) BASIS REDUCTION.—The basis of any 
qualified equity investment shall be reduced 
by the amount of any credit determined 
under this section with respect to such in-
vestment.

‘‘(i) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be appro-
priate to carry out this section, including 
regulations—

‘‘(1) which limit the credit for investments 
which are directly or indirectly subsidized by 
other Federal benefits (including the credit 
under section 42 and the exclusion from gross 
income under section 103), 

‘‘(2) which prevent the abuse of the provi-
sions of this section through the use of re-
lated parties, 

‘‘(3) which impose appropriate reporting re-
quirements

‘‘(4) which apply the provisions of this sec-
tion to newly formed entities.’’

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—

(1) IN GENERAL.—Subsection (b) of section 
38, as amended by section 608(b), is amended 
by striking ‘‘plus’’ at the end of paragraph 
(13), by striking the period at the end of 
paragraph (14) and inserting ‘‘, plus’’, and by 
adding at the end the following new para-
graph:

‘‘(15) the new markets tax credit deter-
mined under section 45E(a).’’ 

(2) LIMITATION ON CARRYBACK.—Subsection
(d) of section 39, as amended by section 608(c) 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(11) NO CARRYBACK OF NEW MARKETS TAX
CREDIT BEFORE JANUARY 1, 2000.—No portion of 
the unused business credit for any taxable 
year which is attributable to the credit 
under section 45E may be carried back to a 
taxable year ending before January 1, 2000.’’

(c) DEDUCTION FOR UNUSED CREDIT.—Sub-
section (c) of section 196, as amended by sec-
tion 205(d), is amended by striking ‘‘and’’ at 
the end of paragraph (8), by striking the pe-
riod at the end of paragraph (9) and inserting 
‘‘, and’’, and by adding at the end the fol-
lowing new paragraph: 

‘‘(10) the new markets tax credit deter-
mined under section 45E(a).’’

(d) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 608(d), is amended by adding at the end 
the following new item:

‘‘Sec. 45E. New markets tax credit.’’
(e) EFFECTIVE DATE.—The amendments 

made by this section shall apply to invest-
ments made after December 31, 1999. 

SEC. 1003. INCREASE IN STATE CEILING ON LOW-
INCOME HOUSING CREDIT. 

(a) IN GENERAL.—Clause (i) of section 
42(h)(3)(C) (relating to State housing credit 
ceiling) is amended to read as follows: 

‘‘(i) the applicable amount under subpara-
graph (H) multiplied by the State popu-
lation,’’.

(b) APPLICABLE AMOUNT.—Paragraph (3) of 
section 42(h) (relating to housing credit dol-
lar amount for agencies) is amended by add-
ing at the end the following new subpara-
graph:

‘‘(H) APPLICABLE AMOUNT OF STATE CEIL-
ING.—For purposes of subparagraph (C)(i), 
the applicable amount shall be determined 
under the following table:

‘‘For calendar year— The applicable 
amount is—

2001, 2002, and 2003 ............... $1.30
2004 and 2005 ........................ 1.40
2006 and thereafter .............. 1.50.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to calendar 
years after 2000. 
SEC. 1004. INCREASE IN VOLUME CAP ON PRI-

VATE ACTIVITY BONDS. 

(a) IN GENERAL.—The table contained in 
section 146(d)(2) (relating to per capita limit; 
aggregate limit) is amended by striking 
‘‘2002’’, ‘‘2003’’, ‘‘2004’’, ‘‘2005’’, ‘‘2006’’, and 
‘‘2007’’ and inserting ‘‘2000’’, ‘‘2001’’, ‘‘2002’’, 
‘‘2003’’, ‘‘2004’’, and ‘‘2005’’, respectively. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to calendar 
years after 2000. 
SEC. 1005. SPACEPORTS TREATED LIKE AIR-

PORTS UNDER EXEMPT FACILITY 
BOND RULES. 

(a) IN GENERAL.—Paragraph (1) of section 
142(a) (relating to exempt facility bond) is 
amended to read as follows: 

‘‘(1) airports and spaceports,’’. 
(b) TREATMENT OF GROUND LEASES.—Para-

graph (1) of section 142(b) (relating to certain 
facilities must be governmentally owned) is 
amended by adding at the end the following 
new subparagraph: 

‘‘(C) SPECIAL RULE FOR SPACEPORT GROUND
LEASES.—For purposes of subparagraph (A), 
spaceport property which is located on land 
owned by the United States and which is 
used by a governmental unit pursuant to a 
lease (as defined in section 168(h)(7)) from 
the United States shall be treated as owned 
by such unit if—

‘‘(i) the lease term (within the meaning of 
section 168(i)(3)) is at least 15 years, and 

‘‘(ii) such unit would be treated as owning 
such property if such lease term were equal 
to the useful life of such property.’’. 

(c) BOND MAY BE FEDERALLY GUARAN-
TEED.—Paragraph (3) of section 149(b) (relat-
ing to exceptions) is amended by adding at 
the end the following new subparagraph: 

‘‘(E) EXCEPTION FOR SPACEPORTS.—Para-
graph (1) shall not apply to any exempt facil-
ity bond issued as part of an issue described 
in paragraph (1) of section 142(a) to provide a 
spaceport in situations where—

‘‘(i) the guarantee of the United States (or 
an agency or instrumentality thereof) is the 
result of payment of rent, user fees, or other 
charges by the United States (or any agency 
or instrumentality thereof), and 

‘‘(ii) the payment of the rent, user fees, or 
other charges is for, and conditioned upon, 
the use of the spaceport by the United States 
(or any agency or instrumentality thereof).’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to obliga-
tions issued after December 31, 2000. 

SEC. 1006. INCREASE IN EXPENSE TREATMENT 
FOR SMALL BUSINESSES. 

(a) IN GENERAL.—Paragraph (1) of section 
179(b) (relating to dollar limitation) is 
amended to read as follows: 

‘‘(1) DOLLAR LIMITATION.—The aggregate 
cost which may be taken into account under 
subsection (a) for any taxable year shall not 
exceed $25,000.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000.
TITLE XI—MISCELLANEOUS INCENTIVES 

Subtitle A—Miscellaneous Provisions 
SEC. 1101. OIL AND GAS INCENTIVES. 

(a) ELECTION TO EXPENSE GEOLOGICAL AND
GEOPHYSICAL EXPENDITURES.—

(1) IN GENERAL.—Section 263 (relating to 
capital expenditures) is amended by adding 
at the end the following new paragraph: 

‘‘(j) GEOLOGICAL AND GEOPHYSICAL EXPEND-
ITURES FOR DOMESTIC OIL AND GAS WELLS.—
Notwithstanding subsection (a), a taxpayer 
may elect to treat geological and geo-
physical expenses incurred in connection 
with the exploration for, or development of, 
oil or gas within the United States (as de-
fined in section 638) as expenses which are 
not chargeable to capital account. Any ex-
penses so treated shall be allowed as a deduc-
tion in the taxable year in which paid or in-
curred.’’

(2) CONFORMING AMENDMENT.—Section
263A(c)(3) is amended by inserting ‘‘263(j),’’ 
after ‘‘263(i),’’. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to ex-
penses paid or incurred in taxable years be-
ginning after December 31, 2000. 

(b) ELECTION TO EXPENSE DELAY RENTAL
PAYMENTS.—

(1) IN GENERAL.—Section 263 (relating to 
capital expenditures), as amended by sub-
section (a)(1), is amended by adding at the 
end the following new paragraph: 

‘‘(k) DELAY RENTAL PAYMENTS FOR DOMES-
TIC OIL AND GAS WELLS.—

‘‘(1) IN GENERAL.—Notwithstanding sub-
section (a), a taxpayer may elect to treat 
delay rental payments incurred in connec-
tion with the development of oil or gas with-
in the United States (as defined in section 
638) as payments which are not chargeable to 
capital account. Any payments so treated 
shall be allowed as a deduction in the tax-
able year in which paid or incurred. 

‘‘(2) DELAY RENTAL PAYMENTS.—For pur-
poses of paragraph (1), the term ‘delay rental 
payment’ means an amount paid for the 
privilege of deferring development of an oil 
or gas well.’’

(2) CONFORMING AMENDMENT.—Section
263A(c)(3), as amended by subsection (a)(2), is 
amended by inserting ‘‘263(k),’’ after 
‘‘263(j),’’.

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to pay-
ments made or incurred in taxable years be-
ginning after December 31, 2000. 

(c) SUSPENSION OF GROSS INCOME LIMIT FOR
PERCENTAGE DEPLETION.—Section 613A(d)(1) 
(relating to limitation based on taxable in-
come) is amended by adding at the end the 
following: ‘‘This paragraph shall not apply to 
any taxpayer in taxable years beginning 
after December 31, 2000, and ending before 
January 1, 2006.’’
SEC. 1102. TREATMENT OF CERTAIN REVENUES 

OF ELECTRIC COOPERATIVES. 
(a) IN GENERAL.—Section 501(c)(12)(C) is 

amended by striking ‘‘or’’ at the end of 
clause (i), by striking the period at the end 
of clause (ii) and inserting ‘‘, or’’, and by 
adding at the end the following new clause: 
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‘‘(iii) from revenues received from non-

members solely as a result of conforming op-
erations to meet provisions of an applicable 
Federal or State plan designed to provide 
customer choice in electric power supply, in-
cluding wheeling revenue, revenue from re-
placement of lost member sales with non-
member sales, revenue from unbundled elec-
tric activities (including metering, billing, 
and service charges), revenue from member 
sales at below cost in order to meet market 
rates, revenue from asset sales, and revenue 
from diversified businesses if such a business 
is conducted on a cooperative basis.’’

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
received after December 31, 1999. 
SEC. 1103. TAX-EXEMPT BOND FINANCING OF 

CERTAIN ELECTRIC FACILITIES. 
(a) PERMITTED OPEN ACCESS TRANSACTIONS

NOT A PRIVATE BUSINESS USE.—Section
141(b)(6) of the Internal Revenue Code of 1986 
(defining private business use) is amended by 
adding at the end the following: 

‘‘(C) PERMITTED OPEN ACCESS TRANSACTIONS
NOT A PRIVATE BUSINESS USE.—

‘‘(i) IN GENERAL.—For purposes of this sub-
section, the term ‘private business use’ shall 
not include a permitted open access trans-
action.

‘‘(ii) PERMITTED OPEN ACCESS TRANSACTION
DEFINED.—For purposes of clause (i), the 
term ‘permitted open access transaction’ 
means any of the following transactions or 
activities with respect to an electric output 
facility (as defined in subsection (f)(4)(A)) 
owned by a governmental unit: 

‘‘(I) Providing open access transmission 
services and ancillary services which meet 
the reciprocity requirements of Federal En-
ergy Regulatory Commission Order No. 888, 
which are ordered by the Federal Energy 
Regulatory Commission, which are provided 
in accordance with a transmission tariff of 
an independent system operator approved by 
such Commission, or which are consistent 
with State administered laws, rules, or or-
ders providing for open transmission access. 

‘‘(II) Participation in an independent sys-
tem operator agreement (including the relin-
quishment of control of transmission facili-
ties to an independent system operator), in a 
regional transmission group, or in a power 
exchange agreement approved by such Com-
mission.

‘‘(III) Delivery on an open access basis of 
electric energy sold by other entities to end-
users served by such governmental unit’s 
distribution facilities. 

‘‘(IV) If open access service is provided 
under subclauses (I) and (III), the sale of 
electric output of electric output facilities 
on terms other than those available to the 
general public if such sale is to an on-system 
purchaser or is an existing off-system sale. 

‘‘(V) Such other transactions or activities 
as may be provided in regulations prescribed 
by the Secretary. 

‘‘(iii) DEFINITIONS; SPECIAL RULES.—For
purposes of this subparagraph— 

‘‘(I) ON-SYSTEM PURCHASER.—The term ‘on-
system purchaser’ means a person who pur-
chases electric energy from a governmental 
unit and whose electric facilities or equip-
ment are directly connected with trans-
mission or distribution facilities that are 
owned by such governmental unit. 

‘‘(II) OFF-SYSTEM PURCHASER.—The term 
‘off-system purchaser’ means a purchaser of 
electric energy from a governmental unit 
other than an on-system purchaser. 

‘‘(III) EXISTING OFF-SYSTEM SALE.—The
term ‘existing off-system sale’ means a sale 
of electric energy to a person that was an 

off-system purchaser of electric energy in 
the base year, but not in excess of the kilo-
watt hours purchased by such person in such 
year.

‘‘(IV) BASE YEAR.—The term ‘base year’ 
means 1998 (or, at the election of such unit, 
in 1996 or 1997). 

‘‘(V) JOINT ACTION AGENCIES.—A member of 
a joint action agency that is entitled to 
make a sale described in clause (ii)(IV) in a 
year may transfer that entitlement to the 
joint action agency in accordance with rules 
of the Secretary. 

‘‘(VI) GOVERNMENT-OWNED FACILITY.—An
electric output facility (as defined in sub-
section (f)(4)(A)) which is leased by a govern-
mental unit or in which a governmental unit 
has capacity rights acquired with the pro-
ceeds of tax-exempt bonds issued before the 
date of the enactment of this subparagraph 
shall be treated as owned by such govern-
mental unit.’’. 

(b) ELECTION TO TERMINATE TAX EXEMPT
FINANCING.—Section 141 of the Internal Rev-
enue Code of 1986 (relating to private activ-
ity bond; qualified bond) is amended by add-
ing at the end the following: 

‘‘(f) ELECTION TO TERMINATE TAX-EXEMPT
BOND FINANCING FOR CERTAIN ELECTRIC OUT-
PUT FACILITIES.—

‘‘(1) IN GENERAL.—An issuer may make an 
irrevocable election under this paragraph to 
terminate certain tax-exempt financing for 
electric output facilities. If the issuer makes 
such election, then—

‘‘(A) except as provided in paragraph (2), no 
bond the interest on which is exempt from 
tax under section 103 may be issued on or 
after the date of such election with respect 
to an electric output facility; and 

‘‘(B) notwithstanding paragraph (1) or (2) 
of subsection (a) or paragraph (5) of sub-
section (b), with respect to an electric out-
put facility no bond that was issued before 
the date of the enactment of this subsection, 
the interest on which was exempt from tax 
on such date, shall be treated as a private ac-
tivity bond, for so long as such facility con-
tinues to be owned by a governmental unit. 

‘‘(2) EXCEPTIONS.—An election under para-
graph (1) does not apply to—

‘‘(A) any qualified bond (as defined in sub-
section (e)), 

‘‘(B) any eligible refunding bond, 
‘‘(C) any bond issued to finance a quali-

fying T&D facility, or 
‘‘(D) any bond issued to finance—
‘‘(i) equipment necessary to meet Federal 

or State environmental requirements appli-
cable to electric output facilities, or 

‘‘(ii) repair of electric output facilities in 
service on the date of the enactment of this 
subsection.
Any repair under subparagraph (D)(ii) may 
not increase by more than a de minimis de-
gree the capacity of the facility beyond its 
original design. 

‘‘(3) FORM AND EFFECT OF ELECTIONS.—An
election under paragraph (1) shall be made in 
such a manner as the Secretary prescribes 
and shall be binding on any successor in in-
terest to the electing issuer. 

‘‘(4) DEFINITIONS.—For purposes of this sub-
section—

‘‘(A) ELECTRIC OUTPUT FACILITY.—The term 
‘electric output facility’ means an output fa-
cility that is an electric generation, trans-
mission, or distribution facility. 

‘‘(B) ELIGIBLE REFUNDING BOND.—The term 
‘eligible refunding bond’ means any bond (or 
series of bonds) issued after an election de-
scribed in paragraph (1) to directly or indi-
rectly refund a bond issued before such elec-
tion, if—

‘‘(i) the average maturity date of the issue 
of which the refunding bond is a part is not 
later than the average maturity date of the 
bonds to be refunded by such issue, and 

‘‘(ii) the amount of the refunding bond does 
not exceed the outstanding amount of the re-
funded bond.

For purposes of clause (i), average maturity 
shall be determined in accordance with sec-
tion 147(b)(2)(A). 

‘‘(C) QUALIFYING T&D FACILITY.—The term 
‘qualifying T&D facility’ means—

‘‘(i) transmission facilities over which 
services described in subsection 
(b)(6)(C)(ii)(I) are provided, or 

‘‘(ii) distribution facilities over which serv-
ices described in subsection (b)(6)(C)(ii)(III) 
are provided.’’

(c) EFFECTIVE DATE AND TRANSITION
RULES.—

(1) EFFECTIVE DATE.—The amendments 
made by this section take effect on the date 
of enactment of this Act, except that a gov-
ernmental unit may elect to apply section 
141(b)(6)(C) of the Internal Revenue Code of 
1986, as added by subsection (a), with respect 
to permitted open access transactions on or 
after July 9, 1996. 

(3) TRANSITION RULES.—
(A) PRIVATE BUSINESS USE.—Any activity 

that was not a private business use prior to 
the effective date of the amendment made by 
subsection (a) shall not be deemed to be a 
private business use by reason of the enact-
ment of such amendment. 

(B) ELECTION.—An issuer making the elec-
tion under section 141(f) of the Internal Rev-
enue Code of 1986, as added by subsection (b), 
shall not be liable under any contract in ef-
fect on the date of enactment of this Act for 
any claim arising from having made the 
election.
SEC. 1104. MODIFICATIONS TO SPECIAL RULES 

FOR NUCLEAR DECOMMISSIONING 
COSTS.

(a) REPEAL OF LIMITATION ON DEPOSITS INTO
FUND BASED ON COST OF SERVICE.—Sub-
section (b) of section 468A is amended to read 
as follows: 

‘‘(b) LIMITATION ON AMOUNTS PAID INTO
FUND.—The amount which a taxpayer may 
pay into the Fund for any taxable year shall 
not exceed the ruling amount applicable to 
such taxable year.’’

(b) CLARIFICATION OF TREATMENT OF FUND
TRANSFERS.—Subsection (e) of section 468A 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(8) TREATMENT OF FUND TRANSFERS.—If, in 
connection with the transfer of the tax-
payer’s interest in a nuclear powerplant, the 
taxpayer transfers the Fund with respect to 
such powerplant to the transferee of such in-
terest and the transferee elects to continue 
the application of this section to such 
Fund—

‘‘(A) the transfer of such Fund shall not 
cause such Fund to be disqualified from the 
application of this section, and 

‘‘(B) no amount shall be treated as distrib-
uted from such Fund, or be includible in 
gross income, by reason of such transfer.’’

(c) TRANSFERS OF BALANCES IN NON-
QUALIFIED FUNDS.—Section 468A is amended 
by redesignating subsections (f) and (g) as 
subsections (g) and (h), respectively, and by 
inserting after subsection (e) the following 
new subsection: 

‘‘(f) TRANSFERS OF BALANCES IN NON-
QUALIFIED FUNDS INTO QUALIFIED FUNDS.—

‘‘(1) IN GENERAL.—Notwithstanding sub-
section (b), any taxpayer maintaining a 
Fund to which this section applies with re-
spect to a nuclear powerplant may transfer 
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into such Fund amounts held in any non-
qualified fund of such taxpayer with respect 
to such powerplant. 

‘‘(2) MAXIMUM AMOUNT PERMITTED TO BE
TRANSFERRED.—The amount permitted to be 
transferred under paragraph (1) shall not ex-
ceed the balance in the nonqualified fund as 
of December 31, 1998. 

‘‘(3) DEDUCTION FOR AMOUNTS TRANS-
FERRED.—

‘‘(A) IN GENERAL.—The deduction allowed 
by subsection (a) for any transfer permitted 
by this subsection shall be allowed ratably 
over the remaining estimated useful life 
(within the meaning of subsection (d)(2)(A)) 
of the nuclear powerplant, beginning with 
the later of the taxable year during which 
the transfer is made or the taxpayer’s first 
taxable year beginning after December 31, 
2001.

‘‘(B) DENIAL OF DEDUCTION FOR PREVIOUSLY
DEDUCTED AMOUNTS.—No deduction shall be 
allowed for any transfer under this sub-
section of an amount for which a deduction 
was allowed when such amount was paid into 
the nonqualified fund. For purposes of the 
preceding sentence, a ratable portion of each 
transfer shall be treated as being from pre-
viously deducted amounts to the extent 
thereof.

‘‘(C) TRANSFERS OF QUALIFIED FUNDS.—If—
‘‘(i) any transfer permitted by this sub-

section is made to any Fund to which this 
section applies, and 

‘‘(ii) such Fund is transferred thereafter,

any deduction under this subsection for tax-
able years ending after the date that such 
Fund is transferred shall be allowed to the 
transferee and not to the transferor. The pre-
ceding sentence shall not apply if the trans-
feror is an organization exempt from tax im-
posed by this chapter. 

‘‘(4) NEW RULING AMOUNT REQUIRED.—Para-
graph (1) shall not apply to any transfer un-
less the taxpayer requests from the Sec-
retary a new schedule of ruling amounts in 
connection with such transfer. 

‘‘(5) NONQUALIFIED FUND.—For purposes of 
this subsection, the term ‘nonqualified fund’ 
means, with respect to any nuclear power-
plant, any fund in which amounts are irrev-
ocably set aside pursuant to the require-
ments of any State or Federal agency exclu-
sively for the purpose of funding the decom-
missioning of such powerplant. 

‘‘(6) NO BASIS IN QUALIFIED FUNDS.—Not-
withstanding any other provision of law, the 
basis of any Fund to which this section ap-
plies shall not be increased by reason of any 
transfer permitted by this subsection.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1999. 
SEC. 1105. MODIFICATION OF DEPENDENT CARE 

CREDIT.
(b) INCREASE IN LIMIT ON EMPLOYMENT-RE-

LATED EXPENSES.—Section 21(c) (relating to 
dollar limit on amount creditable) is amend-
ed—

(1) by striking ‘‘$2,400’’ in paragraph (1) and 
inserting ‘‘$2,700’’, and 

(2) by striking ‘‘$4,800’’ in paragraph (2) and 
inserting ‘‘$5,400’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 1106. ALLOWANCE OF CREDIT FOR EM-

PLOYER EXPENSES FOR CHILD CARE 
ASSISTANCE.

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by section 
1002(a), is amended by adding at the end the 
following:

‘‘SEC. 45F. EMPLOYER-PROVIDED CHILD CARE 
CREDIT.

‘‘(a) IN GENERAL.—For purposes of section 
38, the employer-provided child care credit 
determined under this section for the taxable 
year is an amount equal to 25 percent of the 
qualified child care expenditures of the eligi-
ble taxpayer for such taxable year. 

‘‘(b) DOLLAR LIMITATION.—The credit al-
lowable under subsection (a) for any taxable 
year shall not exceed $90,000. 

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion—

‘‘(1) QUALIFIED CHILD CARE EXPENDITURE.—
‘‘(A) IN GENERAL.—The term ‘qualified 

child care expenditure’ means any amount 
paid or incurred—

‘‘(i) to acquire, construct, rehabilitate, or 
expand property—

‘‘(I) which is to be used as part of a quali-
fied child care facility of the taxpayer, 

‘‘(II) with respect to which a deduction for 
depreciation (or amortization in lieu of de-
preciation) is allowable, and 

‘‘(III) which does not constitute part of the 
principal residence (within the meaning of 
section 121) of the taxpayer or any employee 
of the taxpayer, 

‘‘(ii) for the operating costs of a qualified 
child care facility of the taxpayer, including 
costs related to the training of employees, to 
scholarship programs, and to the providing 
of increased compensation to employees with 
higher levels of child care training, 

‘‘(iii) under a contract with a qualified 
child care facility to provide child care serv-
ices to employees of the taxpayer, or 

‘‘(iv) to reimburse an employee for ex-
penses for child care which enables the em-
ployee to be gainfully employed including 
expenses related to—

‘‘(I) day care and before and after school 
care,

‘‘(II) transportation associated with such 
care, and 

‘‘(III) before and after school and holiday 
programs including educational and rec-
reational programs and camp programs. 

‘‘(B) FAIR MARKET VALUE.—The term ‘quali-
fied child care expenditures’ shall not in-
clude expenses in excess of the fair market 
value of such care. 

‘‘(2) QUALIFIED CHILD CARE FACILITY.—
‘‘(A) IN GENERAL.—The term ‘qualified 

child care facility’ means a facility—
‘‘(i) the principal use of which is to provide 

child care assistance, and 
‘‘(ii) which meets the requirements of all 

applicable laws and regulations of the State 
or local government in which it is located, 
including, but not limited to, the licensing of 
the facility as a child care facility. 
Clause (i) shall not apply to a facility which 
is the principal residence (within the mean-
ing of section 121) of the operator of the fa-
cility.

‘‘(B) SPECIAL RULES WITH RESPECT TO A TAX-
PAYER.—A facility shall not be treated as a 
qualified child care facility with respect to a 
taxpayer unless—

‘‘(i) enrollment in the facility is open to 
employees of the taxpayer during the taxable 
year,

‘‘(ii) if the facility is the principal trade or 
business of the taxpayer, at least 30 percent 
of the enrollees of such facility are depend-
ents of employees of the taxpayer, and 

‘‘(iii) the use of such facility (or the eligi-
bility to use such facility) does not discrimi-
nate in favor of employees of the taxpayer 
who are highly compensated employees 
(within the meaning of section 414(q)). 

‘‘(3) ELIGIBLE TAXPAYER.—The term ‘eligi-
ble taxpayer’ means for any taxable year a 

taxpayer with gross receipts of less than 
$50,000,000 for such year. 

‘‘(d) RECAPTURE OF ACQUISITION AND CON-
STRUCTION CREDIT.—

‘‘(1) IN GENERAL.—If, as of the close of any 
taxable year, there is a recapture event with 
respect to any qualified child care facility of 
the taxpayer, then the tax of the taxpayer 
under this chapter for such taxable year 
shall be increased by an amount equal to the 
product of—

‘‘(A) the applicable recapture percentage, 
and

‘‘(B) the aggregate decrease in the credits 
allowed under section 38 for all prior taxable 
years which would have resulted if the quali-
fied child care expenditures of the taxpayer 
described in subsection (c)(1)(A) with respect 
to such facility had been zero. 

‘‘(2) APPLICABLE RECAPTURE PERCENTAGE.—
‘‘(A) IN GENERAL.—For purposes of this sub-

section, the applicable recapture percentage 
shall be determined from the following table:

The applicable 
recapture

‘‘If the recapture event 
occurs in: 

percentage is: 

Years 1–3 ...................... 100
Year 4 .......................... 85
Year 5 .......................... 70
Year 6 .......................... 55
Year 7 .......................... 40
Year 8 .......................... 25
Years 9 and 10 .............. 10
Years 11 and thereafter 0.

‘‘(B) YEARS.—For purposes of subparagraph 
(A), year 1 shall begin on the first day of the 
taxable year in which the qualified child 
care facility is placed in service by the tax-
payer.

‘‘(3) RECAPTURE EVENT DEFINED.—For pur-
poses of this subsection, the term ‘recapture 
event’ means—

‘‘(A) CESSATION OF OPERATION.—The ces-
sation of the operation of the facility as a 
qualified child care facility. 

‘‘(B) CHANGE IN OWNERSHIP.—
‘‘(i) IN GENERAL.—Except as provided in 

clause (ii), the disposition of a taxpayer’s in-
terest in a qualified child care facility with 
respect to which the credit described in sub-
section (a) was allowable. 

‘‘(ii) AGREEMENT TO ASSUME RECAPTURE LI-
ABILITY.—Clause (i) shall not apply if the 
person acquiring such interest in the facility 
agrees in writing to assume the recapture li-
ability of the person disposing of such inter-
est in effect immediately before such disposi-
tion. In the event of such an assumption, the 
person acquiring the interest in the facility 
shall be treated as the taxpayer for purposes 
of assessing any recapture liability (com-
puted as if there had been no change in own-
ership).

‘‘(4) SPECIAL RULES.—
‘‘(A) TAX BENEFIT RULE.—The tax for the 

taxable year shall be increased under para-
graph (1) only with respect to credits allowed 
by reason of this section which were used to 
reduce tax liability. In the case of credits 
not so used to reduce tax liability, the 
carryforwards and carrybacks under section 
39 shall be appropriately adjusted. 

‘‘(B) NO CREDITS AGAINST TAX.—Any in-
crease in tax under this subsection shall not 
be treated as a tax imposed by this chapter 
for purposes of determining the amount of 
any credit under subpart A, B, or D of this 
part.

‘‘(C) NO RECAPTURE BY REASON OF CASUALTY
LOSS.—The increase in tax under this sub-
section shall not apply to a cessation of op-
eration of the facility as a qualified child 
care facility by reason of a casualty loss to 
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the extent such loss is restored by recon-
struction or replacement within a reasonable 
period established by the Secretary. 

‘‘(e) SPECIAL RULES.—For purposes of this 
section—

‘‘(1) AGGREGATION RULES.—All persons 
which are treated as a single employer under 
subsections (a) and (b) of section 52 shall be 
treated as a single taxpayer. 

‘‘(2) PASS-THRU IN THE CASE OF ESTATES AND
TRUSTS.—Under regulations prescribed by 
the Secretary, rules similar to the rules of 
subsection (d) of section 52 shall apply. 

‘‘(3) ALLOCATION IN THE CASE OF PARTNER-
SHIPS.—In the case of partnerships, the cred-
it shall be allocated among partners under 
regulations prescribed by the Secretary. 

‘‘(f) NO DOUBLE BENEFIT.—
‘‘(1) REDUCTION IN BASIS.—For purposes of 

this subtitle—
‘‘(A) IN GENERAL.—If a credit is determined 

under this section with respect to any prop-
erty by reason of expenditures described in 
subsection (c)(1)(A), the basis of such prop-
erty shall be reduced by the amount of the 
credit so determined. 

‘‘(B) CERTAIN DISPOSITIONS.—If, during any 
taxable year, there is a recapture amount de-
termined with respect to any property the 
basis of which was reduced under subpara-
graph (A), the basis of such property (imme-
diately before the event resulting in such re-
capture) shall be increased by an amount 
equal to such recapture amount. For pur-
poses of the preceding sentence, the term ‘re-
capture amount’ means any increase in tax 
(or adjustment in carrybacks or carryovers) 
determined under subsection (d). 

‘‘(2) OTHER DEDUCTIONS AND CREDITS.—No
deduction or credit shall be allowed under 
any other provision of this chapter with re-
spect to the amount of the credit determined 
under this section.’’

(b) CONFORMING AMENDMENTS.—
(1) Section 38(b), as amended by section 

1002(b)(1), is amended by striking ‘‘plus’’ at 
the end of paragraph (12), by striking the pe-
riod at the end of paragraph (13) and insert-
ing ‘‘, plus’’, and by adding at the end the 
following new paragraph: 

‘‘(14) the employer-provided child care 
credit determined under section 45F.’’

(2) The table of sections for subpart D of 
part IV of subchapter A of chapter 1, as 
amended by section 1002(d), is amended by 
adding at the end the following:

‘‘Sec. 45F. Employer-provided child care 
credit.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 1107. RECOVERY PERIOD FOR DEPRECIA-

TION OF CERTAIN LEASEHOLD IM-
PROVEMENTS.

(a) 15-YEAR RECOVERY PERIOD.—Subpara-
graph (E) of section 168(e)(3) (relating to 15-
year property) is amended by striking ‘‘and’’ 
at the end of clause (ii), by striking the pe-
riod at the end of clause (iii) and inserting ‘‘, 
and’’, and by adding at the end the following 
new clause: 

‘‘(iv) any qualified leasehold improvement 
property.’’

(b) QUALIFIED LEASEHOLD IMPROVEMENT
PROPERTY.—Subsection (e) of section 168 is 
amended by adding at the end the following 
new paragraph: 

‘‘(6) QUALIFIED LEASEHOLD IMPROVEMENT
PROPERTY.—

‘‘(A) IN GENERAL.—The term ‘qualified 
leasehold improvement property’ means any 
improvement to an interior portion of a 
building which is nonresidential real prop-
erty if—

‘‘(i) such improvement is made under or 
pursuant to a lease (as defined in subsection 
(h)(7))—

‘‘(I) by the lessee (or any sublessee) of such 
portion, or 

‘‘(II) by the lessor of such portion, 
‘‘(ii) the original use of such improvement 

begins with the lessee and after December 31, 
2000,

‘‘(iii) such portion is to be occupied exclu-
sively by the lessee (or any sublessee) of such 
portion, and 

‘‘(iv) such improvement is placed in service 
more than 3 years after the date the building 
was first placed in service. 

‘‘(B) CERTAIN IMPROVEMENTS NOT IN-
CLUDED.—Such term shall not include any 
improvement for which the expenditure is 
attributable to—

‘‘(i) the enlargement of the building, 
‘‘(ii) any elevator or escalator, 
‘‘(iii) any structural component benefiting 

a common area, and 
‘‘(iv) the internal structural framework of 

the building. 
‘‘(C) DEFINITIONS AND SPECIAL RULES.—For

purposes of this paragraph—
‘‘(i) COMMITMENT TO LEASE TREATED AS

LEASE.—A commitment to enter into a lease 
shall be treated as a lease, and the parties to 
such commitment shall be treated as lessor 
and lessee, respectively, if the lease is in ef-
fect at the time the property is placed in 
service.

‘‘(ii) RELATED PERSONS.—A lease between 
related persons shall not be considered a 
lease. For purposes of the preceding sen-
tence, the term ‘related persons’ means—

‘‘(I) members of an affiliated group (as de-
fined in section 1504), and 

‘‘(II) persons having a relationship de-
scribed in subsection (b) of section 267(b) or 
707(b)(1); except that, for purposes of this 
clause, the phrase ‘80 percent or more’ shall 
be substituted for the phrase ‘more than 50 
percent’ each place it appears in such sub-
sections.’’

(c) REQUIREMENT TO USE STRAIGHT LINE
METHOD.—Paragraph (3) of section 168(b) is 
amended by adding at the end the following 
new subparagraph: 

‘‘(G) Qualified leasehold improvement 
property described in subsection (e)(6).’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to qualified 
leasehold improvement property placed in 
service after December 31, 2000. 
SEC. 1108. EXEMPTION FROM INCOME TAX FOR 

STATE-CREATED ORGANIZATIONS 
PROVIDING PROPERTY AND CAS-
UALTY INSURANCE FOR PROPERTY 
FOR WHICH SUCH COVERAGE IS 
OTHERWISE UNAVAILABLE. 

(a) IN GENERAL.—Subsection (c) of section 
501 (relating to exemption from tax on cor-
porations, certain trusts, etc.) is amended by 
adding at the end the following new para-
graph:

‘‘(28)(A) Any association created before 
January 1, 1999, by State law and organized 
and operated exclusively to provide property 
and casualty insurance coverage for property 
located within the State for which the State 
has determined that coverage in the author-
ized insurance market is limited or unavail-
able at reasonable rates, if—

‘‘(i) no part of the net earnings of which in-
ures to the benefit of any private share-
holder or individual, 

‘‘(ii) except as provided in clause (v), no 
part of the assets of which may be used for, 
or diverted to, any purpose other than—

‘‘(I) to satisfy, in whole or in part, the li-
ability of the association for, or with respect 

to, claims made on policies written by the 
association,

‘‘(II) to invest in investments authorized 
by applicable law, 

‘‘(III) to pay reasonable and necessary ad-
ministration expenses in connection with the 
establishment and operation of the associa-
tion and the processing of claims against the 
association, or 

‘‘(IV) to make remittances pursuant to 
State law to be used by the State to provide 
for the payment of claims on policies written 
by the association, purchase reinsurance 
covering losses under such policies, or to 
support governmental programs to prepare 
for or mitigate the effects of natural cata-
strophic events, 

‘‘(iii) the State law governing the associa-
tion permits the association to levy assess-
ments on insurance companies authorized to 
sell property and casualty insurance in the 
State, or on property and casualty insurance 
policyholders with insurable interests in 
property located in the State to fund deficits 
of the association, including the creation of 
reserves,

‘‘(iv) the plan of operation of the associa-
tion is subject to approval by the chief exec-
utive officer or other executive branch offi-
cial of the State, by the State legislature, or 
both, and 

‘‘(v) the assets of the association revert 
upon dissolution to the State, the State’s 
designee, or an entity designated by the 
State law governing the association, or 
State law does not permit the dissolution of 
the association. 

‘‘(B)(i) An entity described in clause (ii) 
shall be disregarded as a separate entity and 
treated as part of the association described 
in subparagraph (A) from which it receives 
remittances described in clause (ii) if an 
election is made within 30 days after the 
date that such association is determined to 
be exempt from tax. 

‘‘(ii) An entity is described in this clause if 
it is an entity or fund created before Janu-
ary 1, 1999, pursuant to State law and orga-
nized and operated exclusively to receive, 
hold, and invest remittances from an asso-
ciation described in subparagraph (A) and ex-
empt from tax under subsection (a) and to 
make disbursements to pay claims on insur-
ance contracts issued by such association, 
and to make disbursements to support gov-
ernmental programs to prepare for or miti-
gate the effects of natural catastrophic 
events.’’

(b) UNRELATED BUSINESS TAXABLE IN-
COME.—Subsection (a) of section 512 (relating 
to unrelated business taxable income) is 
amended by adding at the end the following 
new paragraph: 

‘‘(6) SPECIAL RULE APPLICABLE TO ORGANIZA-
TIONS DESCRIBED IN SECTION 501(C)(28).—In the 
case of an organization described in section 
501(c)(28), the term ‘unrelated business tax-
able income’ means taxable income for a tax-
able year computed without the application 
of section 501(c)(28) if, at the end of the im-
mediately preceding taxable year, the orga-
nization’s net equity exceeded 15 percent of 
the total coverage in force under insurance 
contracts issued by the organization and 
outstanding at the end of such preceding 
year.’’

(c) TRANSITIONAL RULE.—No income or 
gain shall be recognized by an association as 
a result of a change in status to that of an 
association described by section 501(c)(28) of 
the Internal Revenue Code of 1986, as amend-
ed by subsection (a). 

(d) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to taxable 
years beginning after December 31, 2000.
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SEC. 1109. DISCLOSURE OF TAX INFORMATION TO 

FACILITATE COMBINED EMPLOY-
MENT TAX REPORTING. 

Section 6103(d)(5) is amended to read as fol-
lows:

‘‘(5) DISCLOSURE FOR COMBINED EMPLOYMENT
TAX REPORTING.—The Secretary may disclose 
taxpayer identity information and signa-
tures to any agency, body, or commission of 
any State for the purpose of carrying out 
with such agency, body, or commission a 
combined Federal and State employment tax 
reporting program approved by the Sec-
retary. Subsections (a)(2) and (p)(4) and sec-
tions 7213 and 7213A shall not apply with re-
spect to disclosures or inspections made pur-
suant to this paragraph.’’
SEC. 1110. INCREASE IN LIMIT ON CERTAIN 

CHARITABLE CONTRIBUTIONS AS 
PERCENTAGE OF AGI. 

(a) IN GENERAL.—Section 170(b)(1) (relating 
to percentage limitations) is amended by 
striking ‘‘30 percent’’ each place it appears 
in subparagraphs (B) and (C) and inserting 
‘‘50 percent’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
SEC. 1111. LOW-INCOME SECOND MORTGAGE TAX 

CREDIT.
(a) IN GENERAL.—Subpart D of part IV of 

subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by section 
1002(a), is amended by adding at the end the 
following:
‘‘SEC. 45F. LOW-INCOME SECOND MORTGAGE TAX 

CREDIT.
‘‘(a) ALLOWANCE OF CREDIT.—
‘‘(1) IN GENERAL.—For purposes of section 

38, the amount of the low-income second 
mortgage tax credit determined under this 
section for any taxable year in the credit pe-
riod shall be an amount equal to the applica-
ble percentage of the low-income second 
mortgage tax credit amount allocated such 
taxpayer by a State housing finance agency 
in the credit allocation year under sub-
section (b). 

‘‘(2) APPLICABLE PERCENTAGE.—For pur-
poses of this section, the Secretary shall pre-
scribe the applicable percentage for any year 
in which the taxpayer is a qualified lender. 
Such percentage with respect to any month 
in the credit period with respect to such tax-
payer shall be percentages which will yield 
over such period amounts of credit under 
paragraph (1) which have a present value 
equal to 100 percent of the low-income sec-
ond mortgage tax credit amount allocated 
such taxpayer under subsection (b). 

‘‘(3) METHOD OF DISCOUNTING.—The present 
value under paragraph (2) shall be deter-
mined in the same manner as the low-income 
housing credit under section 42(b)(2)(C). 

‘‘(b) ALLOCATION OF LOW-INCOME SECOND
MORTGAGE TAX CREDIT AMOUNTS.—

‘‘(1) AMOUNT OF CREDIT.—Each qualified 
State shall receive a low-income second 
mortgage tax credit dollar amount for each 
calendar year in an amount equal to the sum 
of—

‘‘(A) an amount equal to—
‘‘(i) 10 cents multiplied by the State popu-

lation, multiplied by 
‘‘(ii) 10, plus 
‘‘(B) the unused low-income second mort-

gage tax credit dollar amount (if any) of 
such State for the preceding year. 

‘‘(2) QUALIFIED STATE.—For purposes of this 
section—

‘‘(A) IN GENERAL.—The term ‘qualified 
State’ means a State with an approved allo-
cation plan to allocate low-income second 
mortgage tax credits to qualified lenders 
through the State housing finance agency. 

‘‘(B) APPROVED ALLOCATION PLAN.—For pur-
poses of this paragraph, the term ‘approved 
allocation plan’ means a written plan, cer-
tified by the Secretary, which includes—

‘‘(i) selection criteria for the allocation of 
credits to qualified lenders—

‘‘(I) based on a process in which lenders 
submit bids for the value of the credit, and 

‘‘(II) which gives priority to qualified lend-
ers with qualified low-income second mort-
gage tax credit loans which are prepaid dur-
ing a calendar year, for credit allocations in 
the succeeding calendar year, 

‘‘(ii) an assurance that the State will not 
allocate in excess of 10 percent of the low-in-
come second mortgage tax credit amount for 
the calendar year for qualified low-income 
second mortgage tax credit loans which are 
neighborhood revitalization project loans, 

‘‘(iii) a procedure that the agency (or an 
agent or other private contractor of such 
agency) will follow in monitoring for non-
compliance with the provisions of this sec-
tion and in notifying the Internal Revenue 
Service of such noncompliance with respect 
to which such agency becomes aware, and 

‘‘(iv) such other assurances as the Sec-
retary may require. 

‘‘(3) QUALIFIED LENDER.—For purposes of 
this section, the term ‘qualified lender’ 
means a lender which—

‘‘(A) is an insured depository institution 
(as defined in section 3 of the Federal De-
posit Insurance Act), insured credit union (as 
defined in section 101 of the Federal Credit 
Union Act), community development finan-
cial institution (as defined in section 103 of 
the Community Development Banking and 
Financial Institutions Act of 1994 (12 U.S.C. 
4702)), or nonprofit community development 
corporation (as defined in section 613 of the 
Community Economic Development Act of 
1981 (42 U.S.C. 9802)), 

‘‘(B) makes available, through such lender 
or the lender’s designee, pre-purchase home-
ownership counseling for mortgagors, and 

‘‘(C) during the 1-year period beginning on 
the date of the credit allocation, originates 
not less than 100 qualified low-income second 
mortgage tax credit loans in an aggregate 
amount not less than the amount of the bid 
of such lender for such credit allocation. 

‘‘(4) CARRYOVER OF CREDIT.—A low-income 
second mortgage tax credit amount received 
by a State for any calendar year and not al-
located in such year shall remain available 
to be allocated in the succeeding calendar 
year.

‘‘(5) POPULATION.—For purposes of this sec-
tion, population shall be determined in ac-
cordance with section 146(j). 

‘‘(6) COST-OF-LIVING ADJUSTMENT.—In the 
case of a calendar year after 2001, the 10 cent 
amount contained in paragraph (1)(A)(i) 
shall be increased by an amount equal to—

‘‘(A) such amount, multiplied by 
‘‘(B) the cost-of-living adjustment deter-

mined under section 1(f)(3) for such calendar 
year by substituting ‘calendar year 1999’ for 
‘calendar year 1992’ in subparagraph (B) 
thereof.

‘‘(c) QUALIFIED LOW-INCOME SECOND MORT-
GAGE TAX CREDIT LOAN DEFINED.—For pur-
poses of this section—

‘‘(1) IN GENERAL.—The term ‘qualified low-
income second mortgage tax credit loan’ 
means a loan originated and funded by a 
qualified lender which is secured by a second 
lien on a residence, but only if—

‘‘(A) the requirements of subsections (d), 
(e), and (f) are met, 

‘‘(B) subject to subparagraphs (F), (H), and 
(I), the proceeds from such loan are applied 
exclusively—

‘‘(i) to acquire such residence, or 
‘‘(ii) to substantially improve such resi-

dence in connection with a neighborhood re-
vitalization project, 

‘‘(C) the principal amount of the loan is 
equal to an amount which is—

‘‘(i) not less than 18 percent of the pur-
chase price of the residence securing the 
loan, and 

‘‘(ii) not more than the lesser of—
‘‘(I) 22 percent of such purchase price, or 
‘‘(II) $25,000, 
‘‘(D) in the case of a neighborhood revital-

ization project loan, subparagraph (C) is ap-
plied by substituting—

‘‘(i) ‘purchase price or appraised value’ for 
‘purchase price’, and 

‘‘(ii) ‘$40,000’ for ‘$25,000’, 
‘‘(E) the loan is—
‘‘(i) amortized over a period of not more 

than 30 years (or any lesser period of time as 
determined by the lender or the State hous-
ing finance agency (as applicable)), or 

‘‘(ii) described in paragraph (2), 
‘‘(F) the proceeds of such loan are not used 

for settlement or other closing costs of the 
transaction in an amount in excess of 4 per-
cent of the purchase price of the residence 
securing the loan, 

‘‘(G) the rate of interest of the loan does 
not exceed the greater of—

‘‘(i) the excess of—
‘‘(I) the prime lending rate in effect as of 

the date on which the loan is originated, 
over

‘‘(II) 5.5 percent, or 
‘‘(ii) 3 percent, 
‘‘(H) the origination fee paid with respect 

to the loan does not cause the aggregate 
amount of origination fees paid with respect 
to any loans secured by the residence—

‘‘(i) in the case of a neighborhood revital-
ization project loan, to exceed 1 percent of 
the appraised value of the residence which 
secures the loan, and 

‘‘(ii) in the case of any other loan, to ex-
ceed 2 percent of the appraised value of such 
residence, and 

‘‘(I) the servicing fees of such loan—
‘‘(i) are allocated from interest payments 

made with respect to the loan, and 
‘‘(ii) may not—
‘‘(I) in the case of a neighborhood revital-

ization project loan, exceed a total of 38 
basis points, and 

‘‘(II) in the case of any other loan, when 
added to such fees of any other loan secured 
by the residence, exceed a total of 63 basis 
points.

‘‘(2) BALLOON PAYMENT LOAN.—
‘‘(A) IN GENERAL.—A loan is described in 

this paragraph if such loan—
‘‘(i) meets the requirements of subpara-

graphs (B) and (C), 
‘‘(ii) is for a period of 25 years and, except 

as provided in clause (iv), no payment is due 
on such loan until the sooner of—

‘‘(I) the end of such period, or 
‘‘(II) the date on which the residence which 

secures the loan is disposed of, 
‘‘(iii) does not prohibit early repayment of 

such loan, and 
‘‘(iv) requires payment on such loan if the 

mortgagor receives any portion of the equity 
of such residence as part of a refinancing of 
any loan secured by such residence. 

‘‘(B) INTEREST.—Notwithstanding para-
graph (1)(G), the rate of interest of the loan 
is zero percent. 

‘‘(C) SERVICING FEES.—Notwithstanding
paragraph (1)(I), there shall be no servicing 
fees in connection with the loan. 

‘‘(3) INDEX OF AMOUNT.—
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‘‘(A) IN GENERAL.—In the case of a calendar 

year after 2001, the amounts under subpara-
graphs (C) and (D) of paragraph (1) shall be 
increased by an amount equal to—

‘‘(i) such amount, multiplied by 
‘‘(ii) the housing price adjustment for such 

calendar year. 
‘‘(B) HOUSING PRICE ADJUSTMENT.—For pur-

poses of subparagraph (A), the housing price 
adjustment for any calendar year is the per-
centage (if any) by which—

‘‘(i) the housing price index for the pre-
ceding calendar year, exceeds 

‘‘(ii) the housing price index for calendar 
year 2001. 

‘‘(C) HOUSING PRICE INDEX.—For purposes of 
subparagraph (B), the housing price index 
means the housing price index published by 
the Federal Housing Finance Board (as es-
tablished in section 2A of the Federal Home 
Loan Bank Act (12 U.S.C. 1422a)) for the cal-
endar year. 

‘‘(d) MORTGAGOR.—
‘‘(1) IN GENERAL.—A loan meets the re-

quirements of this subsection if it is made to 
a mortgagor—

‘‘(A) whose family income for the year in 
which the mortgagor applies for the loan is 
80 percent or less of the area median gross 
income for the area in which the residence 
which secures the mortgage is located, 

‘‘(B) for whom the loan would not result in 
a housing debt-to-income ratio, with respect 
to the residence securing the loan, or total 
debt-to-income ratio which is greater than 
the guidelines set by the Federal Housing 
Administration (or any other ratio as deter-
mined by the State housing finance agency 
or lender if such ratio is less than such 
guidelines), and 

‘‘(C) who attends pre-purchase homeowner-
ship counseling provided by the qualified 
lender or the lender’s designee. 

‘‘(2) DETERMINATION OF FAMILY INCOME.—
For purposes of this subsection and sub-
section (h), the family income of a mort-
gagor and area median gross income shall be 
determined in accordance with section 
143(f)(2).

‘‘(e) RESIDENCE REQUIREMENTS.—A loan 
meets the requirements of this subsection if 
it is secured by a residence that is—

‘‘(1) a single-family residence (including a 
manufactured home (within the meaning of 
section 25(e)(10))) which is the principal resi-
dence (within the meaning of section 121) of 
the mortgagor, or can reasonably be ex-
pected to become the principal residence of 
the mortgagor within a reasonable time 
after the financing is provided, 

‘‘(2) purchased by the mortgagor with a 
down payment in an amount not less than 
the lesser of—

‘‘(A) 2 percent of the purchase price, or 
‘‘(B) $1,000, and 
‘‘(3) in the case of a mortgagor with a fam-

ily income greater than 50 percent of the 
area median gross income, as determined 
under subsection (d)(1)(A), not financed in 
connection with a qualified mortgage issued 
under section 143. 

‘‘(f) DEFINITION AND SPECIAL RULES RELAT-
ING TO CREDIT PERIOD.—

‘‘(1) CREDIT PERIOD DEFINED.—For purposes 
of this section, the term ‘credit period’ 
means the period of 10 taxable years begin-
ning with the taxable year in which a low-in-
come second mortgage tax credit amount is 
allocated to the taxpayer. 

‘‘(2) SPECIAL RULE FOR 1ST YEAR OF CREDIT
PERIOD.—

‘‘(A) IN GENERAL.—The credit allowable 
under subsection (a) with respect to any tax-
payer for the 1st taxable year of the credit 

period shall be determined by substituting 
for the applicable percentage under sub-
section (a)(2) the fraction—

‘‘(i) the numerator of which is the sum of 
the applicable percentages determined under 
subsection (a)(2) as of the close of each full 
month of such year, during which the tax-
payer was a qualified lender, and 

‘‘(ii) the denominator of which is 12. 
‘‘(B) DISALLOWED 1ST YEAR CREDIT ALLOWED

IN 11TH YEAR.—Any reduction by reason of 
subparagraph (A) in the credit allowable 
(without regard to subparagraph (A)) for the 
1st taxable year of the credit period shall be 
allowable under subsection (a) for the 1st 
taxable year following the credit period. 

‘‘(3) DISPOSITION OF LOW-INCOME SECOND
MORTGAGE TAX CREDIT LOANS.—If a qualified 
low-income second mortgage tax credit loan 
is disposed of during any year for which a 
credit is allowable under subsection (a), such 
credit shall be allocated between the parties 
on the basis of the number of days during 
such year the mortgage was held by each and 
the portion of the total credit allocated to 
the qualified lender which is attributable to 
such mortgage. 

‘‘(g) LOSS OF CREDIT.—If, during the tax-
able year, a qualified low-income second 
mortgage tax credit loan is repaid prior to 
the expiration of the credit period with re-
spect to such loan, the amount of the low-in-
come second mortgage tax credit attrib-
utable to such loan is no longer available 
under subsection (a). For purposes of the pre-
ceding sentence, the tax credit is allowable 
for the portion of the year in which such re-
payment occurs for which the loan is out-
standing, determined in the same manner as 
provided in subsection (f)(2)(A). 

‘‘(h) RECAPTURE OF PORTION OF FEDERAL
SUBSIDY FROM HOME-OWNER.—

‘‘(1) IN GENERAL.—If, during the taxable 
year, any taxpayer described in paragraph (3) 
disposes of an interest in a residence with re-
spect to which a low-income second mort-
gage tax credit amount applies, then the tax-
payer’s tax imposed by this chapter for such 
taxable year shall be increased by 50 percent 
of the gain (if any) on the disposition of such 
interest.

‘‘(2) EXCEPTIONS.—Paragraph (1) shall not 
apply to any disposition—

‘‘(A) by reason of death, 
‘‘(B) which is made on a date that is more 

than 10 years after the date on which the 
qualified low-income second mortgage tax 
credit loan secured by such residence was 
made, or 

‘‘(C) in which the purchaser of the resi-
dence assumes the qualified low-income sec-
ond mortgage tax credit loan secured by the 
residence.

‘‘(3) INCOME LIMITATION.—A taxpayer is de-
scribed in this paragraph if, on the date of 
the disposition, the family income of the 
mortgagor is 115 percent or more of the area 
median gross income as determined under 
subsection (d)(1)(A) for the year in which the 
disposition occurs. 

‘‘(4) SPECIAL RULES RELATING TO LIMITATION
ON RECAPTURE AMOUNT BASED ON GAIN REAL-
IZED.—For purposes of this subsection, rules 
similar to the rules of section 143(m)(6) shall 
apply.

‘‘(5) LENDER TO INFORM MORTGAGOR OF PO-
TENTIAL RECAPTURE.—The qualified lender 
which makes a qualified low-income second 
mortgage tax credit loan to a mortgagor 
shall, at the time of settlement, provide a 
written statement informing the mortgagor 
of the potential recapture under this sub-
section.

‘‘(6) SPECIAL RULES.—For purposes of this 
subsection, rules similar to the rules of sec-
tion 143(m)(8) shall apply. 

‘‘(i) OTHER DEFINITIONS.—
‘‘(1) NEIGHBORHOOD REVITALIZATION PROJECT

LOAN.—
‘‘(A) IN GENERAL.—The term ‘neighborhood 

revitalization project loan’ means a loan se-
cured by a second lien on a residence, the 
proceeds of which are used to substantially 
improve such residence in connection with a 
neighborhood revitalization project. 

‘‘(B) NEIGHBORHOOD REVITALIZATION
PROJECT.—The term ‘neighborhood revital-
ization project’ means a project of sufficient 
size and scope to alleviate physical deterio-
ration and stimulate investment in—

‘‘(i) a geographic location within the juris-
diction of a unit of local government (but 
not the entire jurisdiction) designated in 
comprehensive plans, ordinances, or other 
documents as a neighborhood, village, or 
similar geographic designation, or 

‘‘(ii) the entire jurisdiction of a unit of 
local government if the population of such 
jurisdiction is not in excess of 25,000. 

‘‘(2) STATE.—The term ‘State’ includes a 
possession of the United States. 

‘‘(3) STATE HOUSING FINANCE AGENCY.—The
term ‘State housing finance agency’ means 
the public agency, authority, corporation, or 
other instrumentality of a State that has 
the authority to provide residential mort-
gage loan financing throughout the State. 

‘‘(j) CERTIFICATION AND OTHER REPORTS TO
THE SECRETARY.—

‘‘(1) CERTIFICATION WITH RESPECT TO STATE
ALLOCATION OF LOW-INCOME SECOND MORTGAGE
TAX CREDITS.—The Secretary may, upon a 
finding of noncompliance, revoke the certifi-
cation of a qualified State and revoke any 
qualified low-income second mortgage tax 
credit amounts allocated to such State or al-
located by such State to a qualified lender. 

‘‘(2) ANNUAL REPORT FROM HOUSING FINANCE
AGENCIES.—Each State housing finance agen-
cy which allocates any low-income second 
mortgage tax credit amount to any qualified 
lender for any calendar year shall submit to 
the Secretary (at such time and in such man-
ner as the Secretary shall prescribe) an an-
nual report specifying—

‘‘(A) the low-income second mortgage tax 
credit amount allocated to each qualified 
lender for such year, and 

‘‘(B) with respect to each qualified lender—
‘‘(i) the principal amount of the aggregate 

qualified low-income second mortgage tax 
credit loans made by such lender in such 
year and the outstanding amount of such 
loans in such year, and 

‘‘(ii) the number of qualified low-income 
second mortgage tax credit loans made by 
such lender in such year.

The penalty under section 6652(j) shall apply 
to any failure to submit the report required 
by this paragraph on the date prescribed 
therefore.

‘‘(k) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’

(b) LIMITATION ON CARRYBACK OF UNUSED
CREDIT.—Subsection (d) of section 39 (relat-
ing to carryback and carryforward of unused 
credits), as amended by section 1002(b)(2), is 
amended by adding at the end the following: 

‘‘(12) NO CARRYBACK OF LOW-INCOME SECOND
MORTGAGE TAX CREDITS BEFORE EFFECTIVE
DATE.—No portion of the unused business 
credit for any taxable year which is attrib-
utable to the low-income second mortgage 
tax credit determined under section 45F may 
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be carried back to a taxable year ending be-
fore the date of the enactment of section 
45F.’’

(c) CONFORMING AMENDMENTS.—
(1) Section 38(b), as amended by section 

1002(b)(1), is amended—
(A) by striking ‘‘plus’’ at the end of para-

graph (14), 
(B) by striking the period at the end of 

paragraph (15), and inserting ‘‘, plus’’, and 
(C) by adding at the end the following: 
‘‘(16) the low-income second mortgage tax 

credit determined under section 45F.’’
(2) The table of sections for subpart D of 

part IV of subchapter A of chapter 1, as 
amended by section 1002(d), is amended by 
adding at the end the following:

‘‘Sec. 45F. Low-income second mortgage tax 
credit.’’

(d) REGULATIONS.—The Secretary of the 
Treasury shall, by regulation, make any nec-
essary adjustments to the amount of credit 
allocated under section 45F(b)(1) of the Inter-
nal Revenue Code of 1986, as added by sub-
section (a), to ensure that the decrease in 
revenues in the Treasury, resulting from the 
amendments made by this section, in cal-
endar years before 2011 does not exceed 
$1,000,000,000.

(e) EFFECTIVE DATE.—The amendments 
made by this section apply to calendar years 
after 2000. 
SEC. 1112. COORDINATION OF CHILD TAX CREDIT 

AND EARNED INCOME CREDIT WITH 
CERTAIN MEANS-TESTED PRO-
GRAMS.

(a) CHILD TAX CREDIT.—Section 24 (relating 
to child tax credit) is amended by adding at 
the end the following new subsection: 

‘‘(g) COORDINATION WITH CERTAIN MEANS-
TESTED PROGRAMS.—Any refund or credit 
made to an individual by reason of this sec-
tion shall not be treated as income or re-
ceipts (or taken into account in determining 
resources) for purposes of determining—

‘‘(1) the eligibility of the individual or any 
other individual for any month for benefits 
or assistance under any Federal program or 
any State or local program financed in whole 
or in part with Federal funds, or 

‘‘(2) the amount or extent of such benefits 
or assistance.’’

(b) EARNED INCOME CREDIT.—Subsection (l) 
of section 32 (relating to coordination with 
certain means-tested programs) is amended 
to read as follows: 

‘‘(l) COORDINATION WITH CERTAIN MEANS-
TESTED PROGRAMS.—Any refund or credit 
made to an individual by reason of this sec-
tion, and any payment made to such indi-
vidual by an employer under section 3507, 
shall not be treated as income or receipts (or 
taken into account in determining resources) 
for purposes of determining—

‘‘(1) the eligibility of the individual or any 
other individual for any month for benefits 
or assistance under any Federal program or 
any State or local program financed in whole 
or in part with Federal funds, or 

‘‘(2) the amount or extent of such benefits 
or assistance.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000.
SEC. 1113. NO FEDERAL INCOME TAX ON 

AMOUNTS RECEIVED BY HOLO-
CAUST VICTIMS OR THEIR HEIRS. 

(a) IN GENERAL.—For purposes of the Inter-
nal Revenue Code of 1986, gross income shall 
not include any amount received by an indi-
vidual (or any heir of the individual)—

(1) from the Swiss Humanitarian Fund es-
tablished by the Government of Switzerland 
or from any similar fund established by any 
foreign country, or 

(2) as a result of the settlement of the ac-
tion entitled ‘‘In re Holocaust Victims’ Asset 
Litigation’’, (E.D. NY), C.A. No. 96–4849, or as 
a result of any similar action. 

(b) EFFECTIVE DATE.—This section shall 
apply to any amount received before, on, or 
after the date of the enactment of this Act. 
SEC. 1114. TAX TREATMENT OF SPECIAL PAY FOR 

MEMBERS OF THE ARMED FORCES. 
(a) IN GENERAL.—Subchapter C of chapter 

80 (relating to provisions affecting more than 
one subtitle) is amended by adding at the 
end the following:
‘‘SEC. 7874. TREATMENT OF SPECIAL PAY FOR 

MEMBERS OF THE ARMED FORCES. 
‘‘(a) GENERAL RULE.—For purposes of the 

following provisions, a special pay area shall 
be treated in the same manner as if it were 
a combat zone (as determined under section 
112):

‘‘(1) Section 2(a)(3) (relating to special rule 
where deceased spouse was in missing sta-
tus).

‘‘(2) Section 112 (relating to the exclusion 
of certain combat pay of members of the 
Armed Forces). 

‘‘(3) Section 692 (relating to income taxes 
of members of Armed Forces on death). 

‘‘(4) Section 2201 (relating to members of 
the Armed Forces dying in combat zone or 
by reason of combat-zone-incurred wounds, 
etc.).

‘‘(5) Section 3401(a)(1) (defining wages re-
lating to combat pay for members of the 
Armed Forces). 

‘‘(6) Section 4253(d) (relating to the tax-
ation of phone service originating from a 
combat zone from members of the Armed 
Forces).

‘‘(7) Section 6013(f)(1) (relating to joint re-
turn where individual is in missing status). 

‘‘(8) Section 7508 (relating to time for per-
forming certain acts postponed by reason of 
service in combat zone). 

‘‘(b) SPECIAL PAY AREA.—For purposes of 
this section, the term ‘special pay area’ 
means any area in which an individual re-
ceives special pay under section 310 of title 
37, United States Code, for services per-
formed in such area.’’

(b) CONFORMING AMENDMENT.—The table of 
sections for subchapter C of chapter 80 is 
amended by adding at the end the following:

‘‘Sec. 7874. Treatment of special pay.’’
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to remu-
neration paid in taxable years ending after 
the date of the enactment of this Act. 

Subtitle B—Provisions Relating to Real 
Estate Investment Trusts 

PART I—TREATMENT OF INCOME AND 
SERVICES PROVIDED BY TAXABLE REIT 
SUBSIDIARIES

SEC. 1121. MODIFICATIONS TO ASSET DIVER-
SIFICATION TEST. 

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 856(c)(4) is amended to read as follows: 

‘‘(B)(i) not more than 25 percent of the 
value of its total assets is represented by se-
curities (other than those includible under 
subparagraph (A)), and 

‘‘(ii) except with respect to a taxable REIT 
subsidiary and securities includible under 
subparagraph (A)—

‘‘(I) not more than 5 percent of the value of 
its total assets is represented by securities of 
any 1 issuer, 

‘‘(II) the trust does not hold securities pos-
sessing more than 10 percent of the total vot-
ing power of the outstanding securities of 
any 1 issuer, and 

‘‘(III) the trust does not hold securities 
having a value of more than 10 percent of the 

total value of the outstanding securities of 
any 1 issuer.’’

(b) EXCEPTION FOR STRAIGHT DEBT SECURI-
TIES.—Subsection (c) of section 856 is amend-
ed by adding at the end the following new 
paragraph:

‘‘(7) STRAIGHT DEBT SAFE HARBOR IN APPLY-
ING PARAGRAPH (4).—Securities of an issuer 
which are straight debt (as defined in section 
1361(c)(5) without regard to subparagraph 
(B)(iii) thereof) shall not be taken into ac-
count in applying paragraph (4)(B)(ii)(III) 
if—

‘‘(A) the issuer is an individual, or 
‘‘(B) the only securities of such issuer 

which are held by the trust or a taxable 
REIT subsidiary of the trust are straight 
debt (as so defined), or 

‘‘(C) the issuer is a partnership and the 
trust holds at least a 20 percent profits inter-
est in the partnership.’’
SEC. 1122. TREATMENT OF INCOME AND SERV-

ICES PROVIDED BY TAXABLE REIT 
SUBSIDIARIES.

(a) INCOME FROM TAXABLE REIT SUBSIDI-
ARIES NOT TREATED AS IMPERMISSIBLE TEN-
ANT SERVICE INCOME.—Clause (i) of section 
856(d)(7)(C) (relating to exceptions to imper-
missible tenant service income) is amended 
by inserting ‘‘or through a taxable REIT sub-
sidiary of such trust’’ after ‘‘income’’. 

(b) CERTAIN INCOME FROM TAXABLE REIT
SUBSIDIARIES NOT EXCLUDED FROM RENTS
FROM REAL PROPERTY.—

(1) IN GENERAL.—Subsection (d) of section 
856 (relating to rents from real property de-
fined) is amended by adding at the end the 
following new paragraphs: 

‘‘(8) SPECIAL RULE FOR TAXABLE REIT SUB-
SIDIARIES.—For purposes of this subsection, 
amounts paid to a real estate investment 
trust by a taxable REIT subsidiary of such 
trust shall not be excluded from rents from 
real property by reason of paragraph (2)(B) if 
the requirements of subparagraph (A) or (B) 
are met. 

‘‘(A) LIMITED RENTAL EXCEPTION.—The re-
quirements of this subparagraph are met 
with respect to any property if at least 90 
percent of the leased space of the property is 
rented to persons other than taxable REIT 
subsidiaries of such trust and other than per-
sons described in section 856(d)(2)(B). The 
preceding sentence shall apply only to the 
extent that the amounts paid to the trust as 
rents from real property (as defined in para-
graph (1) without regard to paragraph (2)(B)) 
from such property are substantially com-
parable to such rents made by the other ten-
ants of the trust’s property for comparable 
space.

‘‘(B) EXCEPTION FOR CERTAIN LODGING FA-
CILITIES.—The requirements of this subpara-
graph are met with respect to an interest in 
real property which is a qualified lodging fa-
cility leased by the trust to a taxable REIT 
subsidiary of the trust if the property is op-
erated on behalf of such subsidiary by a per-
son who is an eligible independent con-
tractor.

‘‘(9) ELIGIBLE INDEPENDENT CONTRACTOR.—
For purposes of paragraph (8)(B)—

‘‘(A) IN GENERAL.—The term ‘eligible inde-
pendent contractor’ means, with respect to 
any qualified lodging facility, any inde-
pendent contractor if, at the time such con-
tractor enters into a management agreement 
or other similar service contract with the 
taxable REIT subsidiary to operate the facil-
ity, such contractor (or any related person) 
is actively engaged in the trade or business 
of operating qualified lodging facilities for 
any person who is not a related person with 
respect to the real estate investment trust 
or the taxable REIT subsidiary. 
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‘‘(B) SPECIAL RULES.—Solely for purposes 

of this paragraph and paragraph (8)(B), a per-
son shall not fail to be treated as an inde-
pendent contractor with respect to any 
qualified lodging facility by reason of any of 
the following: 

‘‘(i) The taxable REIT subsidiary bears the 
expenses for the operation of the facility 
pursuant to the management agreement or 
other similar service contract. 

‘‘(ii) The taxable REIT subsidiary receives 
the revenues from the operation of such fa-
cility, net of expenses for such operation and 
fees payable to the operator pursuant to 
such agreement or contract. 

‘‘(iii) The real estate investment trust re-
ceives income from such person with respect 
to another property that is attributable to a 
lease of such other property to such person 
that was in effect as on the later of—

‘‘(I) January 1, 1999, or 
‘‘(II) the earliest date that any taxable 

REIT subsidiary of such trust entered into a 
management agreement or other similar 
service contract with such person with re-
spect to such qualified lodging facility. 

‘‘(C) RENEWALS, ETC., OF EXISTING LEASES.—
For purposes of subparagraph (B)(iii)—

‘‘(i) a lease shall be treated as in effect on 
January 1, 1999, without regard to its re-
newal after such date, so long as such re-
newal is pursuant to the terms of such lease 
as in effect on whichever of the dates under 
subparagraph (B)(iii) is the latest, and 

‘‘(ii) a lease of a property entered into 
after whichever of the dates under subpara-
graph (B)(iii) is the latest shall be treated as 
in effect on such date if—

‘‘(I) on such date, a lease of such property 
from the trust was in effect, and 

‘‘(II) under the terms of the new lease, such 
trust receives a substantially similar or less-
er benefit in comparison to the lease referred 
to in subclause (I). 

‘‘(D) QUALIFIED LODGING FACILITY.—For
purposes of this paragraph—

‘‘(i) IN GENERAL.—The term ‘qualified lodg-
ing facility’ means any lodging facility un-
less wagering activities are conducted at or 
in connection with such facility by any per-
son who is engaged in the business of accept-
ing wagers and who is legally authorized to 
engage in such business at or in connection 
with such facility. 

‘‘(ii) LODGING FACILITY.—The term ‘lodging 
facility’ means a hotel, motel, or other es-
tablishment more than one-half of the dwell-
ing units in which are used on a transient 
basis.

‘‘(iii) CUSTOMARY AMENITIES AND FACILI-
TIES.—The term ‘lodging facility’ includes 
customary amenities and facilities operated 
as part of, or associated with, the lodging fa-
cility so long as such amenities and facilities 
are customary for other properties of a com-
parable size and class owned by other owners 
unrelated to such real estate investment 
trust.

‘‘(E) OPERATE INCLUDES MANAGE.—Ref-
erences in this paragraph to operating a 
property shall be treated as including a ref-
erence to managing the property. 

‘‘(F) RELATED PERSON.—Persons shall be 
treated as related to each other if such per-
sons are treated as a single employer under 
subsection (a) or (b) of section 52.’’

(2) CONFORMING AMENDMENT.—Subpara-
graph (B) of section 856(d)(2) is amended by 
inserting ‘‘except as provided in paragraph 
(8),’’ after ‘‘(B)’’. 
SEC. 1123. TAXABLE REIT SUBSIDIARY. 

(a) IN GENERAL.—Section 856 is amended by 
adding at the end the following new sub-
section:

‘‘(l) TAXABLE REIT SUBSIDIARY.—For pur-
poses of this part—

‘‘(1) IN GENERAL.—The term ‘taxable REIT 
subsidiary’ means, with respect to a real es-
tate investment trust, a corporation (other 
than a real estate investment trust) if—

‘‘(A) such trust directly or indirectly owns 
stock in such corporation, and 

‘‘(B) such trust and such corporation joint-
ly elect that such corporation shall be treat-
ed as a taxable REIT subsidiary of such trust 
for purposes of this part.
Such an election, once made, shall be irrev-
ocable unless both such trust and corpora-
tion consent to its revocation. Such election, 
and any revocation thereof, may be made 
without the consent of the Secretary. 

‘‘(2) 35 PERCENT OWNERSHIP IN ANOTHER TAX-
ABLE REIT SUBSIDIARY.—The term ‘taxable 
REIT subsidiary’ includes, with respect to 
any real estate investment trust, any cor-
poration (other than a real estate invest-
ment trust) with respect to which a taxable 
REIT subsidiary of such trust owns directly 
or indirectly—

‘‘(A) securities possessing more than 35 
percent of the total voting power of the out-
standing securities of such corporation, or 

‘‘(B) securities having a value of more than 
35 percent of the total value of the out-
standing securities of such corporation.

The preceding sentence shall not apply to a 
qualified REIT subsidiary (as defined in sub-
section (i)(2)). The rule of section 856(c)(7) 
shall apply for purposes of subparagraph (B). 

‘‘(3) EXCEPTIONS.—The term ‘taxable REIT 
subsidiary’ shall not include—

‘‘(A) any corporation which directly or in-
directly operates or manages a lodging facil-
ity or a health care facility, and 

‘‘(B) any corporation which directly or in-
directly provides to any other person (under 
a franchise, license, or otherwise) rights to 
any brand name under which any lodging fa-
cility or health care facility is operated. 

Subparagraph (B) shall not apply to rights 
provided to an eligible independent con-
tractor to operate or manage a lodging facil-
ity if such rights are held by such corpora-
tion as a franchisee, licensee, or in a similar 
capacity and such lodging facility is either 
owned by such corporation or is leased to 
such corporation from the real estate invest-
ment trust. 

‘‘(4) DEFINITIONS.—For purposes of para-
graph (3)—

‘‘(A) LODGING FACILITY.—The term ‘lodging 
facility’ has the meaning given to such term 
by paragraph (9)(D)(ii). 

‘‘(B) HEALTH CARE FACILITY.—The term 
‘health care facility’ has the meaning given 
to such term by subsection (e)(6)(D)(ii).’’

(b) CONFORMING AMENDMENT.—Paragraph
(2) of section 856(i) is amended by adding at 
the end the following new sentence: ‘‘Such 
term shall not include a taxable REIT sub-
sidiary.’’
SEC. 1124. LIMITATION ON EARNINGS STRIPPING. 

Paragraph (3) of section 163(j) (relating to 
limitation on deduction for interest on cer-
tain indebtedness) is amended by striking 
‘‘and’’ at the end of subparagraph (A), by 
striking the period at the end of subpara-
graph (B) and inserting ‘‘, and’’, and by add-
ing at the end the following new subpara-
graph:

‘‘(C) any interest paid or accrued (directly 
or indirectly) by a taxable REIT subsidiary 
(as defined in section 856(l)) of a real estate 
investment trust to such trust.’’
SEC. 1125. 100 PERCENT TAX ON IMPROPERLY AL-

LOCATED AMOUNTS. 
(a) IN GENERAL.—Subsection (b) of section 

857 (relating to method of taxation of real es-

tate investment trusts and holders of shares 
or certificates of beneficial interest) is 
amended by redesignating paragraphs (7) and 
(8) as paragraphs (8) and (9), respectively, 
and by inserting after paragraph (6) the fol-
lowing new paragraph: 

‘‘(7) INCOME FROM REDETERMINED RENTS, RE-
DETERMINED DEDUCTIONS, AND EXCESS INTER-
EST.—

‘‘(A) IMPOSITION OF TAX.—There is hereby 
imposed for each taxable year of the real es-
tate investment trust a tax equal to 100 per-
cent of redetermined rents, redetermined de-
ductions, and excess interest. 

‘‘(B) REDETERMINED RENTS.—
‘‘(i) IN GENERAL.—The term ‘redetermined 

rents’ means rents from real property (as de-
fined in subsection 856(d)) the amount of 
which would (but for subparagraph (E)) be re-
duced on distribution, apportionment, or al-
location under section 482 to clearly reflect 
income as a result of services furnished or 
rendered by a taxable REIT subsidiary of the 
real estate investment trust to a tenant of 
such trust. 

‘‘(ii) EXCEPTION FOR CERTAIN SERVICES.—
Clause (i) shall not apply to amounts re-
ceived directly or indirectly by a real estate 
investment trust for services described in 
paragraph (1)(B) or (7)(C)(i) of section 856(d). 

‘‘(iii) EXCEPTION FOR DE MINIMIS AMOUNTS.—
Clause (i) shall not apply to amounts de-
scribed in section 856(d)(7)(A) with respect to 
a property to the extent such amounts do 
not exceed the one percent threshold de-
scribed in section 856(d)(7)(B) with respect to 
such property. 

‘‘(iv) EXCEPTION FOR COMPARABLY PRICED
SERVICES.—Clause (i) shall not apply to any 
service rendered by a taxable REIT sub-
sidiary of a real estate investment trust to a 
tenant of such trust if—

‘‘(I) such subsidiary renders a significant 
amount of similar services to persons other 
than such trust and tenants of such trust 
who are unrelated (within the meaning of 
section 856(d)(8)(F)) to such subsidiary, trust, 
and tenants, but 

‘‘(II) only to the extent the charge for such 
service so rendered is substantially com-
parable to the charge for the similar services 
rendered to persons referred to in subclause 
(I).

‘‘(v) EXCEPTION FOR CERTAIN SEPARATELY
CHARGED SERVICES.—Clause (i) shall not 
apply to any service rendered by a taxable 
REIT subsidiary of a real estate investment 
trust to a tenant of such trust if—

‘‘(I) the rents paid to the trust by tenants 
(leasing at least 25 percent of the net 
leasable space in the trust’s property) who 
are not receiving such service from such sub-
sidiary are substantially comparable to the 
rents paid by tenants leasing comparable 
space who are receiving such service from 
such subsidiary, and 

‘‘(II) the charge for such service from such 
subsidiary is separately stated. 

‘‘(vi) EXCEPTION FOR CERTAIN SERVICES
BASED ON SUBSIDIARY’S INCOME FROM THE
SERVICES.—Clause (i) shall not apply to any 
service rendered by a taxable REIT sub-
sidiary of a real estate investment trust to a 
tenant of such trust if the gross income of 
such subsidiary from such service is not less 
than 150 percent of such subsidiary’s direct 
cost in furnishing or rendering the service. 

‘‘(vii) EXCEPTIONS GRANTED BY SEC-
RETARY.—The Secretary may waive the tax 
otherwise imposed by subparagraph (A) if the 
trust establishes to the satisfaction of the 
Secretary that rents charged to tenants were 
established on an arms’ length basis even 
though a taxable REIT subsidiary of the 
trust provided services to such tenants.
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‘‘(C) REDETERMINED DEDUCTIONS.—The term 

‘redetermined deductions’ means deductions 
(other than redetermined rents) of a taxable 
REIT subsidiary of a real estate investment 
trust if the amount of such deductions would 
(but for subparagraph (E)) be increased on 
distribution, apportionment, or allocation 
under section 482 to clearly reflect income as 
between such subsidiary and such trust. 

‘‘(D) EXCESS INTEREST.—The term ‘excess 
interest’ means any deductions for interest 
payments by a taxable REIT subsidiary of a 
real estate investment trust to such trust to 
the extent that the interest payments are in 
excess of a rate that is commercially reason-
able.

‘‘(E) COORDINATION WITH SECTION 482.—The
imposition of tax under subparagraph (A) 
shall be in lieu of any distribution, appor-
tionment, or allocation under section 482. 

‘‘(F) REGULATORY AUTHORITY.—The Sec-
retary shall prescribe such regulations as 
may be necessary or appropriate to carry out 
the purposes of this paragraph. Until the 
Secretary prescribes such regulations, real 
estate investment trusts and their taxable 
REIT subsidiaries may base their allocations 
on any reasonable method.’’

(b) AMOUNT SUBJECT TO TAX NOT REQUIRED
TO BE DISTRIBUTED.—Subparagraph (E) of 
section 857(b)(2) (relating to real estate in-
vestment trust taxable income) is amended 
by striking ‘‘paragraph (5)’’ and inserting 
‘‘paragraphs (5) and (7)’’. 
SEC. 1126. EFFECTIVE DATE. 

(a) IN GENERAL.—The amendments made by 
this part shall apply to taxable years begin-
ning after December 31, 2000. 

(b) TRANSITIONAL RULES RELATED TO SEC-
TION 1121.—

(1) EXISTING ARRANGEMENTS.—
(A) IN GENERAL.—Except as otherwise pro-

vided in this paragraph, the amendment 
made by section 1121 shall not apply to a real 
estate investment trust with respect to—

(i) securities of a corporation held directly 
or indirectly by such trust on July 12, 1999, 

(ii) securities of a corporation held by an 
entity on July 12, 1999, if such trust acquires 
control of such entity pursuant to a written 
binding contract in effect on such date and 
at all times thereafter before such acquisi-
tion,

(iii) securities received by such trust (or a 
successor) in exchange for, or with respect 
to, securities described in clause (i) or (ii) in 
a transaction in which gain or loss is not 
recognized, and 

(iv) securities acquired directly or indi-
rectly by such trust as part of a reorganiza-
tion (as defined in section 368(a)(1) of the In-
ternal Revenue Code of 1986) with respect to 
such trust if such securities are described in 
clause (i), (ii), or (iii) with respect to any 
other real estate investment trust. 

(B) NEW TRADE OR BUSINESS OR SUBSTAN-
TIAL NEW ASSETS.—Subparagraph (A) shall 
cease to apply to securities of a corporation 
as of the first day after July 12, 1999, on 
which such corporation engages in a substan-
tial new line of business, or acquires any 
substantial asset, other than—

(i) pursuant to a binding contract in effect 
on such date and at all times thereafter be-
fore the acquisition of such asset, 

(ii) in a transaction in which gain or loss is 
not recognized by reason of section 1031 or 
1033 of the Internal Revenue Code of 1986, or 

(iii) in a reorganization (as so defined) with 
another corporation the securities of which 
are described in paragraph (1)(A) of this sub-
section.

(2) TAX-FREE CONVERSION.—If—
(A) at the time of an election for a corpora-

tion to become a taxable REIT subsidiary, 

the amendment made by section 1121 does 
not apply to such corporation by reason of 
paragraph (1), and 

(B) such election first takes effect before 
January 1, 2004,
such election shall be treated as a reorga-
nization qualifying under section 368(a)(1)(A) 
of such Code. 

PART II—HEALTH CARE REITS 
SEC. 1131. HEALTH CARE REITS. 

(a) SPECIAL FORECLOSURE RULE FOR
HEALTH CARE PROPERTIES.—Subsection (e) of 
section 856 (relating to special rules for fore-
closure property) is amended by adding at 
the end the following new paragraph: 

‘‘(6) SPECIAL RULE FOR QUALIFIED HEALTH
CARE PROPERTIES.—For purposes of this sub-
section—

‘‘(A) ACQUISITION AT EXPIRATION OF
LEASE.—The term ‘foreclosure property’ 
shall include any qualified health care prop-
erty acquired by a real estate investment 
trust as the result of the termination of a 
lease of such property (other than a termi-
nation by reason of a default, or the immi-
nence of a default, on the lease).

‘‘(B) GRACE PERIOD.—In the case of a quali-
fied health care property which is fore-
closure property solely by reason of subpara-
graph (A), in lieu of applying paragraphs (2) 
and (3)—

‘‘(i) the qualified health care property shall 
cease to be foreclosure property as of the 
close of the second taxable year after the 
taxable year in which such trust acquired 
such property, and 

‘‘(ii) if the real estate investment trust es-
tablishes to the satisfaction of the Secretary 
that an extension of the grace period in 
clause (i) is necessary to the orderly leasing 
or liquidation of the trust’s interest in such 
qualified health care property, the Secretary 
may grant 1 or more extensions of the grace 
period for such qualified health care prop-
erty.
Any such extension shall not extend the 
grace period beyond the close of the 6th year 
after the taxable year in which such trust 
acquired such qualified health care property. 

‘‘(C) INCOME FROM INDEPENDENT CONTRAC-
TORS.—For purposes of applying paragraph 
(4)(C) with respect to qualified health care 
property which is foreclosure property by 
reason of subparagraph (A) or paragraph (1), 
income derived or received by the trust from 
an independent contractor shall be dis-
regarded to the extent such income is attrib-
utable to—

‘‘(i) any lease of property in effect on the 
date the real estate investment trust ac-
quired the qualified health care property 
(without regard to its renewal after such 
date so long as such renewal is pursuant to 
the terms of such lease as in effect on such 
date), or 

‘‘(ii) any lease of property entered into 
after such date if—

‘‘(I) on such date, a lease of such property 
from the trust was in effect, and 

‘‘(II) under the terms of the new lease, such 
trust receives a substantially similar or less-
er benefit in comparison to the lease referred 
to in subclause (I). 

‘‘(D) QUALIFIED HEALTH CARE PROPERTY.—
‘‘(i) IN GENERAL.—The term ‘qualified 

health care property’ means any real prop-
erty (including interests therein), and any 
personal property incident to such real prop-
erty, which—

‘‘(I) is a health care facility, or 
‘‘(II) is necessary or incidental to the use 

of a health care facility. 
‘‘(ii) HEALTH CARE FACILITY.—For purposes 

of clause (i), the term ‘health care facility’ 

means a hospital, nursing facility, assisted 
living facility, congregate care facility, 
qualified continuing care facility (as defined 
in section 7872(g)(4)), or other licensed facil-
ity which extends medical or nursing or an-
cillary services to patients and which, imme-
diately before the termination, expiration, 
default, or breach of the lease of or mortgage 
secured by such facility, was operated by a 
provider of such services which was eligible 
for participation in the medicare program 
under title XVIII of the Social Security Act 
with respect to such facility.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
PART III—CONFORMITY WITH REGU-

LATED INVESTMENT COMPANY RULES 
SEC. 1141. CONFORMITY WITH REGULATED IN-

VESTMENT COMPANY RULES. 
(a) DISTRIBUTION REQUIREMENT.—Clauses (i) 

and (ii) of section 857(a)(1)(A) (relating to re-
quirements applicable to real estate invest-
ment trusts) are each amended by striking 
‘‘95 percent (90 percent for taxable years be-
ginning before January 1, 1980)’’ and insert-
ing ‘‘90 percent’’. 

(b) IMPOSITION OF TAX.—Clause (i) of sec-
tion 857(b)(5)(A) (relating to imposition of 
tax in case of failure to meet certain require-
ments) is amended by striking ‘‘95 percent 
(90 percent in the case of taxable years be-
ginning before January 1, 1980)’’ and insert-
ing ‘‘90 percent’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 
PART IV—CLARIFICATION OF EXCEPTION 

FROM IMPERMISSIBLE TENANT SERV-
ICE INCOME 

SEC. 1151. CLARIFICATION OF EXCEPTION FOR 
INDEPENDENT OPERATORS. 

(a) IN GENERAL.—Paragraph (3) of section 
856(d) (relating to independent contractor de-
fined) is amended by adding at the end the 
following flush sentence:

‘‘In the event that any class of stock of ei-
ther the real estate investment trust or such 
person is regularly traded on an established 
securities market, only persons who own, di-
rectly or indirectly, more than 5 percent of 
such class of stock shall be taken into ac-
count as owning any of the stock of such 
class for purposes of applying the 35 percent 
limitation set forth in subparagraph (B) (but 
all of the outstanding stock of such class 
shall be considered outstanding in order to 
compute the denominator for purpose of de-
termining the applicable percentage of own-
ership).’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 

PART V—MODIFICATION OF EARNINGS 
AND PROFITS RULES 

SEC. 1161. MODIFICATION OF EARNINGS AND 
PROFITS RULES. 

(a) RULES FOR DETERMINING WHETHER REG-
ULATED INVESTMENT COMPANY HAS EARNINGS
AND PROFITS FROM NON-RIC YEAR.—Sub-
section (c) of section 852 is amended by add-
ing at the end the following new paragraph: 

‘‘(3) DISTRIBUTIONS TO MEET REQUIREMENTS
OF SUBSECTION (a)(2)(B).—Any distribution 
which is made in order to comply with the 
requirements of subsection (a)(2)(B)—

‘‘(A) shall be treated for purposes of this 
subsection and subsection (a)(2)(B) as made 
from the earliest earnings and profits accu-
mulated in any taxable year to which the 
provisions of this part did not apply rather 
than the most recently accumulated earn-
ings and profits, and 
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‘‘(B) to the extent treated under subpara-

graph (A) as made from accumulated earn-
ings and profits, shall not be treated as a dis-
tribution for purposes of subsection (b)(2)(D) 
and section 855.’’

(b) CLARIFICATION OF APPLICATION OF REIT
SPILLOVER DIVIDEND RULES TO DISTRIBUTIONS
TO MEET QUALIFICATION REQUIREMENT.—Sub-
paragraph (B) of section 857(d)(3) is amended 
by inserting before the period ‘‘and section 
858’’.

(c) APPLICATION OF DEFICIENCY DIVIDEND
PROCEDURES.—Paragraph (1) of section 852(e) 
is amended by adding at the end the fol-
lowing new sentence: ‘‘If the determination 
under subparagraph (A) is solely as a result 
of the failure to meet the requirements of 
subsection (a)(2), the preceding sentence 
shall also apply for purposes of applying sub-
section (a)(2) to the non-RIC year.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions after December 31, 2000.

TITLE XII—REVENUE OFFSETS 
Subtitle A—General Provisions 

SEC. 1201. MODIFICATION TO FOREIGN TAX 
CREDIT CARRYBACK AND CARRY-
OVER PERIODS. 

(a) IN GENERAL.—Section 904(c) (relating to 
limitation on credit) is amended—

(1) by striking ‘‘in the second preceding 
taxable year,’’, and 

(2) by striking ‘‘or fifth’’ and inserting 
‘‘fifth, sixth, or seventh’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to credits 
arising in taxable years beginning after De-
cember 31, 1999. 
SEC. 1202. LIMITATION ON USE OF NON-ACCRUAL 

EXPERIENCE METHOD OF ACCOUNT-
ING.

(a) IN GENERAL.—Section 448(d)(5) (relating 
to special rule for services) is amended—

(1) by inserting ‘‘in fields described in para-
graph (2)(A)’’ after ‘‘services by such per-
son’’, and 

(2) by inserting ‘‘CERTAIN PERSONAL’’ before 
‘‘SERVICES’’ in the heading. 

(b) EFFECTIVE DATE.—g before the period 
‘‘and section 858’’. 

(c) APPLICATION OF DEFICIENCY DIVIDEND
PROCEDURES.—Paragraph (1) of section 852(e) 
is amended by adding at the end the fol-
lowing new sentence: ‘‘If the determination 
under subparagraph (A) is solely as a result 
of the failure to meet the requirement of 
subsection (a)(2), the preceding sentence 
shall also apply for purposes of applying sub-
section (a)(2) to the non-RIC year.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions after December 31, 2000.

(c) EFFECTIVE DATE.—This section shall 
apply to taxable years beginning after De-
cember 31, 2000. 

PART IV—CLARIFICATION OF EXCEPTION 
FROM IMPERMISSIBLE TENANT SERV-
ICE INCOME 

SEC. 1151. CLARIFICATION OF EXCEPTION FOR 
INDEPENDENT OPERATORS. 

(a) IN GENERAL.—Paragraph (3) of section 
856(d) (relating to independent contractor de-
fined) is amended by adding at the end the 
following flush sentence: 

‘‘In the event that any class of stock of ei-
ther the real estate investment trust or such 
person is regularly traded on an established 
securities market, only persons who own, di-
rectly or indirectly, more than 5 percent of 
such class of stock shall be taken into ac-
count as owning any of the stock of such 
class for purposes of applying the 35 percent 
limitation set forth in subparagraph (B) (but 

all of the outstanding stock of such class 
shall be considered outstanding in order to 
compute the denominator for purpose of de-
termining the applicable percentage of own-
ership).’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2000. 

PART V—MODIFICATION OF EARNINGS 
AND PROFITS RULES 

SEC. 1161. MODIFICATION OF EARNINGS AND 
PROFITS RULES. 

(a) RULES FOR DETERMINING WHETHER REG-
ULATED INVESTMENT COMPANY HAS EARNINGS
AND PROFITS FROM NON-RIC YEAR.—Sub-
section (c) of section 852 is amended by add-
ing at the end the following new paragraph: 

‘‘(3) DISTRIBUTIONS TO MEET REQUIREMENTS
OF SUBSECTION (a)(2)(B).—Any distribution 
which is made in order to comply with the 
requirements of subsection (a)(2)(B)—

‘‘(A) shall be treated for purposes of this 
subsection and subsection (a)(2)(B) as made 
from the earliest earnings and profits accu-
mulated in any taxable year to which the 
provisions of this part did not apply rather 
than the most recently accumulated earn-
ings and profits, and 

‘‘(B) to the extent treated under subpara-
graph (A) as made from accumulated earn-
ings and profits, shall not be treated as a dis-
tribution for purposes of subsection (b)(2)(D) 
and section 855.’’

(b) CLARIFICATION OF APPLICATION OF REIT
SPILLOVER DIVIDEND RULES TO DISTRIBUTIONS
TO MEET QUALIFICATION REQUIREMENT.—Sub-
paragraph (B) of section 857(d)(3) is amended 
by inserting before the period ‘‘and section 
858’’.

(c) APPLICATION OF DEFICIENCY DIVIDEND
PROCEDURES.—Paragraph (1) of section 852(e) 
is amended by adding at the end the fol-
lowing new sentence: ‘‘If the determination 
under subparagraph (A) is solely as a result 
of the failure to meet the requirements of 
subsection (a)(2), the preceding sentence 
shall also apply for purposes of applying sub-
section (a)(2) to the non-RIC year.’’

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions after December 31, 2000.

TITLE XII—REVENUE OFFSETS 
Subtitle A—General Provisions 

SEC. 1201. MODIFICATION TO FOREIGN TAX 
CREDIT CARRYBACK AND CARRY-
OVER PERIODS. 

(a) IN GENERAL.—Section 904(c) (relating to 
limitation on credit) is amended—

(1) by striking ‘‘in the second preceding 
taxable year,’’, and 

(2) by striking ‘‘or fifth’’ and inserting 
‘‘fifth, sixth, or seventh’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to credits 
arising in taxable years beginning after De-
cember 31, 1999. 
SEC. 1202. LIMITATION ON USE OF NON-ACCRUAL 

EXPERIENCE METHOD OF ACCOUNT-
ING.

(a) IN GENERAL.—Section 448(d)(5) (relating 
to special rule for services) is amended—

(1) by inserting ‘‘in fields described in para-
graph (2)(A)’’ after ‘‘services by such per-
son’’, and 

(2) by inserting ‘‘CERTAIN PERSONAL’’ before 
‘‘SERVICES’’ in the heading. 

(b) EFFECTIVE DATE.—To reduce the basis 
of the property of such controlled corpora-
tion. This subsection shall be reapplied to 
any property of any controlled corporation 
which is stock in a corporation which it con-
trols.

‘‘(8) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-

essary to carry out the purposes of this sub-
section, including regulations to avoid dou-
ble counting and to prevent the abuse of 
such purposes.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to distribu-
tions made after July 14, 1999. 

(C) Section 404(a)(10)(B) is amended by 
striking ‘‘, the exclusion allowance under 
section 403(b)(2),’’. 

(D) Section 415(a)(2) is amended by striking 
‘‘, and the amount of the contribution for 
such portion shall reduce the exclusion al-
lowance as provided in section 403(b)(2)’’. 

(E) Section 415(c)(3) is amended by adding 
at the end the following new subparagraph: 

‘‘(E) ANNUITY CONTRACTS.—In the case of 
an annuity contract described in section 
403(b), the term ‘participant’s compensation’ 
means the participant’s includible com-
pensation determined under section 
403(b)(3).’’

(F) Section 415(c) is amended by striking 
paragraph (4) and by redesignating para-
graph (6) as paragraph (4). 

(G) Section 415(c) is amended by striking 
paragraph (7) and inserting the following 
new paragraph: 

‘‘(5) CERTAIN CONTRIBUTIONS BY CHURCH
PLANS NOT TREATED AS EXCEEDING LIMIT.—

‘‘(A) IN GENERAL.—Notwithstanding any 
other provision of this subsection, at the 
election of a participant who is an employee 
of a church, a convention or association of 
churches, including an organization de-
scribed in section 414(e)(3)(B)(ii), contribu-
tions and other additions for an annuity con-
tract or retirement income account de-
scribed in section 403(b) with respect to such 
participant, when expressed as an annual ad-
dition to such al of deduction for previously 
deducted amounts.—No deduction shall be 
allowed for any transfer under this sub-
section of an amount for which a deduction 
was allowed when such amount was paid into 
the nonqualified fund. For purposes of the 
preceding sentence, a ratable portion of each 
transfer shall be treated as being from pre-
viously deducted amounts to the extent 
thereof.

‘‘(C) TRANSFERS OF QUALIFIED FUNDS.—If—
‘‘(i) any transfer permitted by this sub-

section is made to any Fund to which this 
section applies, and 

‘‘(ii) such Fund is transferred thereafter, 
any deduction under this subsection for tax-
able years ending after the date that such 
Fund is transferred shall be allowed to the 
transferee and not to the transferor. The pre-
ceding sentence shall not apply if the trans-
feror is an organization exempt from tax im-
posed by this chapter. 

(4) NEW RULING AMOUNT REQUIRED.—Para-
graph (1) shall not apply to d not to the 
transferor. The preceding se 

(1) IN GENERAL.—The amendments made by 
this section shall apply to taxable years end-
ing after the date of the enactment of this 
Act.

(2) CHANGE IN METHOD OF ACCOUNTING.—In
the case of any taxpayer required by the 
amendments made by this section to change 
its method of accounting for its first taxable 
year ending after the date of the enactment 
of this Act—

(A) such change shall be treated as initi-
ated by the taxpayer, 

(B) such change shall be treated as made 
with the consent of the Secretary of the 
Treasury, and 

(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481 of the Internal Rev-
enue Code of 1986 shall be taken into account 
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over a period (not greater than 4 taxable 
years) beginning with such first taxable 
year.
SEC. 1203. RETURNS RELATING TO CANCELLA-

TIONS OF INDEBTEDNESS BY ORGA-
NIZATIONS LENDING MONEY. 

(a) IN GENERAL.—Paragraph (2) of section 
6050P(c) (relating to definitions and special 
rules) is amended by striking ‘‘and’’ at the 
end of subparagraph (B), by striking the pe-
riod at the end of subparagraph (C) and in-
serting ‘‘, and’’, and by inserting after sub-
paragraph (C) the following new subpara-
graph:

‘‘(D) any organization a significant trade 
or business of which is the lending of 
money.’’

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to dis-
charges of indebtedness after December 31, 
1999.
SEC. 1204. EXTENSION OF INTERNAL REVENUE 

SERVICE USER FEES. 
(a) IN GENERAL.—Chapter 77 (relating to 

miscellaneous provisions) is amended by add-
ing at the end the following new section: 
‘‘SEC. 7527. INTERNAL REVENUE SERVICE USER 

FEES.
‘‘(a) GENERAL RULE.—The Secretary shall 

establish a program requiring the payment 
of user fees for—

‘‘(1) requests to the Internal Revenue Serv-
ice for ruling letters, opinion letters, and de-
termination letters, and 

‘‘(2) other similar requests. 
‘‘(b) PROGRAM CRITERIA.—
‘‘(1) IN GENERAL.—The fees charged under 

the program required by subsection (a)—
‘‘(A) shall vary according to categories (or 

subcategories) established by the Secretary, 
‘‘(B) shall be determined after taking into 

account the average time for (and difficulty 
of) complying with requests in each category 
(and subcategory), and 

‘‘(C) shall be payable in advance. 
‘‘(2) EXEMPTIONS, ETC.—The Secretary shall 

provide for such exemptions (and reduced 
fees) under such program as the Secretary 
determines to be appropriate. 

‘‘(3) AVERAGE FEE REQUIREMENT.—The aver-
age fee charged under the program required 
by subsection (a) shall not be less than the 
amount determined under the following 
table:
‘‘Category Average Fee 

Employee plan ruling and 
opinion ................................ $250

Exempt organization ruling .. 350
Employee plan determination 300
Exempt organization deter-

mination ............................. 275
Chief counsel ruling ............... 200.

‘‘(c) TERMINATION.—No fee shall be imposed 
under this section with respect to requests 
made after September 30, 2009.’’

(b) CONFORMING AMENDMENTS.—
(1) The table of sections for chapter 77 is 

amended by adding at the end the following 
new item:

‘‘Sec. 7527. Internal Revenue Service user 
fees.’’

(2) Section 10511 of the Revenue Act of 1987 
is repealed. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to requests 
made after the date of the enactment of this 
Act.
SEC. 1205. CHARITABLE SPLIT-DOLLAR LIFE IN-

SURANCE, ANNUITY, AND ENDOW-
MENT CONTRACTS. 

(a) IN GENERAL.—Subsection (f) of section 
170 (relating to disallowance of deduction in 
certain cases and special rules), as amended 

by section 807, is amended by adding at the 
end the following new paragraph: 

‘‘(11) SPLIT-DOLLAR LIFE INSURANCE, ANNU-
ITY, AND ENDOWMENT CONTRACTS.—

‘‘(A) IN GENERAL.—Nothing in this section 
or in section 545(b)(2), 556(b)(2), 642(c), 2055, 
2106(a)(2), or 2522 shall be construed to allow 
a deduction, and no deduction shall be al-
lowed, for any transfer to or for the use of an 
organization described in subsection (c) if in 
connection with such transfer—

‘‘(i) the organization directly or indirectly 
pays, or has previously paid, any premium 
on any personal benefit contract with re-
spect to the transferor, or 

‘‘(ii) there is an understanding or expecta-
tion that any person will directly or indi-
rectly pay any premium on any personal 
benefit contract with respect to the trans-
feror.

‘‘(B) PERSONAL BENEFIT CONTRACT.—For
purposes of subparagraph (A), the term ‘per-
sonal benefit contract’ means, with respect 
to the transferor, any life insurance, annu-
ity, or endowment contract if any direct or 
indirect beneficiary under such contract is 
the transferor, any member of the trans-
feror’s family, or any other person (other 
than an organization described in subsection 
(c)) designated by the transferor. 

‘‘(C) APPLICATION TO CHARITABLE REMAIN-
DER TRUSTS.—In the case of a transfer to a 
trust referred to in subparagraph (E), ref-
erences in subparagraphs (A) and (B) to an 
organization described in subsection (c) shall 
be treated as a reference to such trust. 

‘‘(D) EXCEPTION FOR CERTAIN ANNUITY CON-
TRACTS.—If, in connection with a transfer to 
or for the use of an organization described in 
subsection (c), such organization incurs an 
obligation to pay a charitable gift annuity 
(as defined in section 501(m)) and such orga-
nization purchases any annuity contract to 
fund such obligation, persons receiving pay-
ments under the charitable gift annuity 
shall not be treated for purposes of subpara-
graph (B) as in direct beneficiaries under 
such contract if—

‘‘(i) such organization possesses all of the 
incidents of ownership under such contract, 

‘‘(ii) such organization is entitled to all the 
payments under such contract, and 

‘‘(iii) the timing and amount of payments 
under such contract are substantially the 
same as the timing and amount of payments 
to each such person under such obligation 
(as such obligation is in effect at the time of 
such transfer.) 

‘‘(E) EXCEPTION FOR CERTAIN CONTRACTS
HELD BY CHARITABLE REMAINDER TRUSTS.—A
person shall not be treated for purposes of 
subparagraph (B) as an indirect beneficiary 
under any life insurance, annuity, or endow-
ment contract held by a charitable remain-
der annuity trust or a charitable remainder 
unitrust (as defined in section 664(d)) solely 
by reason of being entitled to any payment 
referred to in paragraph (1)(A) or (2)(A) of 
section 664(d) if—

‘‘(i) such trust possesses all of the inci-
dents of ownership under such contract, and 

(ii) such trust is entitled to all the pay-
ments under such contract. 

‘‘(F) EXCISE TAX ON PREMIUMS PAID.—
‘‘(i) IN GENERAL.—There is hereby imposed 

on any organization described in subsection 
(c) an excise tax equal to the premiums paid 
by such organization on any life insurance, 
annuity; or endowment contract if the pay-
ment of premiums on such contract is in 
connection with a transfer for which a de-
duction is not allowable under subparagraph 
(A), determined with out regard to when 
such transfer is made. 

‘‘(ii) PAYMENTS BY OTHER PERSONS.—For
purposes of clause (i), payments made by any 
other person pursuant to an understanding 
or expectation referred to in subparagraph 
(A) shall be treated as made by the organiza-
tion.

‘‘(iii) REPORTING.—Any organization on 
which tax is imposed by clause (i) with to 
any premium shall file an annual return 
which includes—

‘‘(I) the amount of such premium paid dur-
ing the year and the name and TIN of each 
beneficiary under the contract to which the 
premium relates, and 

‘‘(II) such other information as Secretary 
may require. 

The penalties applicable to returns re-
quired under section 6033 shall apply to re-
turns required under this clause. Returns re-
quired under this clause shall be furnished at 
such time and in such manner as the Sec-
retary shall by forms or regulations require. 

‘‘(iv) CERTAIN RULES TO APPLY.—The tax 
imposed by this subparagraph shall be treat-
ed as imposed by chapter 42 for purposes of 
this title other than subchapter B of chapter 
42.

‘‘(G) SPECIAL RULE WHERE STATE REQUIRES
SPECIFICATION OF CHARITABLE GIFT ANNUITANT
IN CONTRACT.—In the case of an obligation to 
pay a charitable gift annuity referred to in 
subparagraph (D) which is entered into under 
the laws of the State which requires, in order 
for the charitable gift annuity to be exempt 
from insurance regulation by such State, 
that each beneficiary under the charitable 
gift annuity be named as a beneficiary under 
an annuity contract issued by an insurance 
company authorized to transact business in 
such State, the requirements of clauses (i) 
and (ii) of subparagraph (D) shall be treated 
as met if—

‘‘(i) such State law requirement was in ef-
fect on February 8, 1999, 

‘‘(ii) each such beneficiary under the chari-
table gift annuity is a bona fide resident of 
such State at the time the obligation to pay 
a charitable gift annuity is entered into, and 

‘‘(iii) the only persons entitled to pay-
ments under such contract are persons enti-
tled to payments as beneficiaries under such 
obligation on the date such obligation is en-
tered into. 

‘‘(H) MEMBER OF FAMILY.—For purposes of 
this paragraph, an individual’s family con-
sists of the individual’s grandparents, the 
grandparents of such individual’s spouse, the 
lineal descendants of such grandparents, and 
any spouse of such a lineal descendant. 

‘‘(I) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this paragraph, including regula-
tions to prevent the avoidance of such pur-
poses.’’.

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as otherwise pro-

vided in this section, the amendment made 
by this section shall apply to transfer made 
after February 8, 1999. 

(2) EXCISE TAX.—Except as provided in 
paragraph (3) of this subsection, section 
170(f)(11)(F) of the Internal Revenue Code of 
1986 (as added by this section) shall apply to 
premiums paid after the date of the enact-
ment of this Act. 

(3) REPORTING.—Clause (iii) of such section 
170(f)(11)(F) shall apply to premiums paid 
after February 8, 1999 (determined as if the 
tax imposed by such section applies to pre-
miums paid after such date). 
SEC. 1206. TRANSFER OF EXCESS DEFINED BEN-

EFIT PLAN ASSETS FOR RETIREE 
HEALTH BENEFITS. 

(a) EXTENSION.—
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(1) IN GENERAL.—Paragraph (5) of section 

420(b) (relating to expiration) is amended by 
striking ‘‘in any taxable year beginning after 
December 31, 2000’’ and inserting ‘‘made after 
September 30, 2009’’. 

(2) CONFORMING AMENDMENTS.—
(A) Section 101(e)(3) of the Employee Re-

tirement Income Security Act of 1974 (29 
U.S.C. 1021(e)(3)) is amended by striking 
‘‘1995’’ and inserting ‘‘2001’’. 

(B) Section 403(c)(1) of such Act (29 U.S.C. 
1103(c)(1)) is amended by striking ‘‘1995’’ and 
inserting ‘‘2001’’. 

(C) Paragraph (13) of section 408(b) of such 
Act (29 U.S.C. 1108(b)(13)) is amended—

(i) by striking ‘‘in a taxable year beginning 
before January 1, 2001’’ and inserting ‘‘made 
before October 1, 2009’’, and 

(ii) by striking ‘‘1995’’ and inserting ‘‘2001’’. 
(b) EFFECTIVE DATE.—The amendments 

made by this section shall apply to qualified 
transfers occurring after December 31, 2000. 
SEC. 1207. LIMITATIONS ON WELFARE BENEFIT 

FUNDS OF 10 OR MORE EMPLOYER 
PLANS.

(a) BENEFITS TO WHICH EXCEPTION AP-
PLIES.—Section 419A(f)(6)(A) (relating to ex-
ception for 10 or more employer plans) is 
amended to read as follows: 

‘‘(A) IN GENERAL.—This subpart shall not 
apply to a welfare benefit fund which is part 
of a 10 or more employer plan if the only 
benefits provided through the fund are 1 or 
more of the following: 

‘‘(i) Medical benefits. 
‘‘(ii) Disability benefits. 
‘‘(iii) Group term life insurance benefits 

which do not provide directly or indirectly 
for any cash surrender value of other money 
that can be paid, assigned, borrowed, or 
pledged for collateral for a loan.

The preceding sentence shall not apply to 
any plan which maintains experience-rating 
arrangements with respect to individual em-
ployers.’’.

(b) LIMITATION ON USE OF AMOUNTS FOR
OTHER PURPOSES.—Section 4976(b) (defining 
disqualified benefit) is amended by adding at 
the end the following new paragraph: 

‘‘(5) SPECIAL RULE FOR 10 OR MORE EM-
PLOYER PLANS EXEMPTED FROM PREFUNDING
LIMITS.—For purposes of paragraph (1)(C), 
if—

‘‘(A) subpart D of part I of subchapter D of 
chapter 1 does not apply by reason of section 
419A(f)(6) to contributions to provide 1 or 
more welfare benefits through a welfare ben-
efit fund under a 10 or more employer plan, 
and

‘‘(B) any portion of the welfare benefit 
fund attributable to such conditions is used 
for a purpose other than that for which the 
contributions were made,
then such portion shall be treated as revert-
ing to the benefit of the employers maintain-
ing the fund.’’

‘‘(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to contribu-
tions paid or accrued after June 9, 1999, in 
taxable years ending after such date. 
SEC. 1208. MODIFICATION OF INSTALLMENT 

METHOD AND REPEAL OF INSTALL-
MENT METHOD FOR ACCRUAL 
METHOD TAXPAYERS. 

(a) REPEAL OF INSTALLMENT METHOD FOR
ACCRUAL BASIS TAXPAYERS.—

(1) IN GENERAL.—Subsection (a) of section 
453 (relating to installment method) is 
amended to read as follows: 

‘‘(a) USE OF INSTALLMENT METHOD.—
‘‘(1) IN GENERAL.—Except as otherwise pro-

vided in this section, income from an install-
ment sale shall be taken into account for 
purposes of this title under the installment 
method.

‘‘(2) ACCURUAL METHOD TAXPAYER.—The in-
stallment method shall not apply to income 
from an installment sale if such income 
would be reported under an accrual method 
of accounting without regard to this section. 
The preceding sentence shall not apply to a 
disposition described in subparagraph (A) or 
(B) of subsection (1)(2).’’

(2) CONFORMING AMENDMENTS.—Sections
453(d)(1), 453(i)(1), and 453(k) are each amend-
ed by striking ‘‘(a)’’ each place it appears 
and inserting (((a)(1)’’. 

(b) MODIFICATION OF PLEDGE RULES.—Para-
graph (4) of section 453A(d) (relating to 
pledges, etc., of installment obligations) is 
amended by adding at the end the following: 
‘‘A payment shall be treated as directly se-
cured by an interest in an installment obli-
gation to the extent an arrangement allows 
the taxpayer to satisfy all or a portion of the 
indebtedness with the installment obliga-
tion.’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales or 
other dispositions occurring on or after the 
date of the enactment of this Act. 
SEC. 1209. INCLUSION OF CERTAIN VACCINES 

AGAINST STREPTOCOCCUS 
PENUMONLAE TO LIST OF TAXABLE 
VACCINES.

(a) IN GENERAL.—Section 4132(a)(1) (defin-
ing taxable vaccine) is amended by adding at 
the end the following new subparagraph: 

‘‘(L) Any conjugate vaccine against strep-
tococcus pneunmoniae.’’

(b) EFFECTIVE DATE.—
(1) SALES.—The amendment made by this 

section shall apply to vaccine sales begin-
ning on the day after the date on which the 
Centers for Disease Control makes a final 
recommendation for routine administration 
to children of any conjugate vaccine against 
streptococcus pneumoniae. 

(2) DELIVERIES.—For purposes of paragraph 
(1), in the case of sales on or before the date 
described in such paragraph for which deliv-
ery is made after such date, the delivery date 
shall be considered the sale date. 
SEC. 1210. RESTORATION OF PHASE-OUT OF UNI-

FIED CREDIT. 
(a) IN GENERAL.—Paragraph (2) of section 

2001(c) is amended by striking ‘‘$10,000,000’’ 
and all that follows and inserting 
‘‘$10,000,000. The amount of the increase 
under the preceding sentence shall not ex-
ceed the sum of the applicable credit amount 
under section 2010(c) (determined without re-
gard to section 2057(a)(3)) and $359,200.’’

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to estates of 
decedents dying after the date of enactment 
of this Act. 
SEC. 1211. REPEAL OF LOWER-OF-COST-OR-MAR-

KET METHOD OF ACCOUNTING FOR 
INVENTORIES.

(a) IN GENERAL.—Section 471 (relating to 
general rule for inventories) is amended by 
redesignating subsection (b) as subsection (c) 
and by inserting after subsection (a) the fol-
lowing new subsection: 

(b) CERTAIN WRITE-DOWNS NOT PERMITTED;
USE OR MARK-DOWNS REQUIRED UNDER RE-
TAIL METHOD.—

(1) IN GENERAL.—A taxpayer—
(A) may not use the lower-of-cost-or-mar-

ket method of accounting for inventories, 
and

‘‘(B) may not write-down items by reason 
of being unsalable at normal prices or unus-
able in the normal way because of damage, 
imperfections, shop wear, chances of style, 
odd or broken lots, or other similar causes. 

Subparagraph (B) shall not apply to a tax-
payer using a mark-to-market method of ac-

counting for both gains and losses in inven-
tory values. 

‘‘(2) MARK-DOWNS REQUIRED TO BE TAKEN
INTO ACCOUNT UNDER RETAIL METHOD.—The re-
tail method of accounting for inventories
shall be applied by taking into account 
mark-downs in determining the approximate 
cost of the inventories. 

‘‘(3) EXCEPTION FOR CERTAIN SMALL BUSI-
NESSES.—Paragraph (1) shall not apply to 
any taxpayer for any taxable year if, for all 
prior taxable years ending on or after the 
date of the enactment of this subsection, the 
taxpayer (or any predecessor) met the 
$5,000,000 gross receipts test of section 448(c). 

‘‘(4) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be appro-
priate to carry out the purposes of this sub-
section, including regulations relating to 
wash-sale-type transaction.’’ 

(b) CONFORMING AMENDMENTS.—
(1) Clause (iii) of section 312(n)(4)(C) is 

amended to read as follows: 
‘‘(iii) INVENTORY AMOUNT.—The inventory 

among of assets under the first-in, first-out 
method authorized by section 471 shall be de-
termined using the method authorized to be 
used by the taxpayer under such section.’’

(2) Subparagraph (C) of section 1363(d)(4) is 
amended to read as follows: 

‘‘(C) INVENTORY AMOUNT.—The inventory 
amount of assets under a method authorized 
by section 471 shall be determined using the 
method authorized to be used by the corpora-
tion under such section.’’

(c) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxable years be-
ginning after the date of the enactment of 
this subsection. 

(2) CHANGES IN METHOD OF ACCOUNTING.—In
the case of any taxpayer required by this 
section to change its method of accounting 
for its first taxable year beginning after the 
date of the enactment of this subsection—

(A) such change shall be treated as initi-
ated by the taxpayer, 

(B) such change shall be treated as made 
with the consent of the Secretary of the 
Treasury, and 

(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481 of the Internal Rev-
enue Code of 1986 shall be taken into account 
ratably over the 4-taxable year period begin-
ning with the first taxable year beginning 
after such date. 
SEC. 1212. CONSISTENT AMORTIZATION PERIODS 

FOR INTANGIBLES. 
(a) START-UP EXPENDITURES.—
(1) ALLOWANCE OF DEDUCTION.—Subsection

(b) of section 195 (relating to start-up ex-
penditures) is amended by striking para-
graph (1), by redesignating paragraph (2) as 
paragraph (3), and by inserting before para-
graph (3), as so redesignated, the following 
new paragraphs: 

‘‘(1) ALLOWANCE OF DEDUCTION.—If a tax-
payer elects the application of this sub-
section with respect to any start-up expendi-
tures—

‘‘(A) the taxpayer shall be allowed a deduc-
tion for the taxable year in which the active 
trade or business begins in an amount equal 
to the lesser of—

‘‘(i) the amount of start-up expenditures 
with respect to the active trade or business, 
or

‘‘(ii) $5,000, reduced (but not below zero) by 
the amount by which such start-up expendi-
tures exceed $50,000, and 

‘‘(B) the remainder of such start-up ex-
penditures shall be allowed as a deduction 
ratably over the 180-month period beginning 
with the month in which the active trade or 
business begins. 

‘‘(2) AGGREGATION RULE.—For purposes of 
paragraph (1), all persons which are treated 
as a single employer under subsections (a) 
and (b) of section 52 shall be treated as a sin-
gle person.’’

(2) CONFORMING AMENDMENT.—Subsection
(b) of section 195 is amended by striking 
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‘‘AMORTIZE’’ and inserting ‘‘DEDUCT’’ in the 
heading.

(b) ORGANIZATIONAL EXPENDITURES.—Sub-
section (a) of section 248 (relating to organi-
zational expenditures) is amended to read as 
follows:

‘‘(a) ELECTION TO DEDUCT.—
‘‘(1) IN GENERAL.—If a corporation elects 

the application of this subsection (in accord-
ance with regulations prescribed by the Sec-
retary) with respect to any organizational 
expenditures—

‘‘(A) the corporation shall be allowed a de-
duction for the taxable year in which the 
corporation begins business in an amount 
equal to the lesser of—

‘‘(i) the amount of organizational expendi-
tures with respect to the taxpayer, or 

‘‘(ii) $5,000, reduced (but not below zero) by 
the amount by which such organizational ex-
penditures exceed $50,000, and 

‘‘(B) the remainder of such organizational 
expenditures shall be allowed as a deduction 
ratably over the 180-month period beginning 
with the month in which the corporation be-
gins business. 

‘‘(2) AGGEGATION RULE.—For purposes of 
paragraph (1), all persons which are treated 
as a single employer under subsection (a) or 
(b) of section 52 shall be treated as a single 
person.’’

(c) TREATMENT OF ORGANIZATIONAL AND
SYNDICATION FEES OR PARTNERSHIPS.—Sec-
tion 709(b) (relating to amortization of orga-
nization fees) is amended by redesignating 
paragraph (2) as paragraph (4) and by amend-
ing paragraph (1) to read as follows: 

‘‘(1) ALLOWANCE OF DEDUCTION.—If a tax-
payer elects the application of this sub-
section (in accordance with regulations pre-
scribed by the Secretary) with respect to any 
organizational expenses—

‘‘(A) the taxpayer shall be allowed a deduc-
tion for the taxable year in which the part-
nership begins business in an amount equal 
to the lesser of—

‘‘(i) the amount of organizational expenses 
with respect to the partnership, or 

‘‘(ii) $5,000, reduced (but not below zero) by 
the amount by which such organizational ex-
penses exceed $50,000, and 

‘‘(B) the remainder of such organizational 
expenses shall be allowed as a deduction rat-
ably over the 180-month period beginning 
with the month in which the partnership be-
gins business. 

‘‘(2) DISPOSITIONS BEFORE CLOSE OF AMORTI-
ZATION PERIOD.—In any case in which a part-
nership is liquidated before the end of the pe-
riod to which paragraph (1)(B) applies, any 
deferred expenses attributable to the part-
nership which were not allowed as a deduc-
tion by reasons of this section may be de-
ducted to the extent allowable under section 
165.

‘‘(3) AGGREGATION RULE.—For purposes of 
paragraph (1), all persons which are treated 
as a single employer under subsection (a) or 
(b) of section 52 shall be treated as a single 
person.’’

(d) CONFORMING AMENDMENT.—Subsection
(b) of section 709 is amended by striking 
‘‘AMORTIZATION’’ and inserting ‘‘DEDUCTION’’
in the heading. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or incurred after the date of the enact-
ment of this Act. 
SEC. 1213. EXTENSION OF HAZARDOUS SUB-

STANCE SUPERFUND TAXES. 
(a) EXTENSION OF TAXES.—
(1) ENVIRONMENTAL TAX.—Section 59A(e) is 

amended to read as follows: 
‘‘(e) APPLICATION OF TAX.—The tax imposed 

by this section shall apply to taxable years 
beginning after December 31, 1986, and before 
January 1, 1996, and to taxable years begin-
ning after December 31, 1999, and before Jan-
uary 1, 2010.’’

(2) EXCISE TAXES.—Section 4611(e) is 
amended to read as follows: 

‘‘(e) APPLICATION OF HAZARDOUS SUBSTANCE
SUPERFUND FINANCING RATE.—The Hazardous 

Substance Superfund Financing rate under 
this section shall apply after December 31, 
1986 and before January 1, 1996, and after the 
date of the enactment of the Taxpayer Re-
fund Act of 1999, and before October 1, 2009.’’

(b) EFFECTIVE DATES.—
(1) INCOME TAX.—The amendment made by 

subsection (a)(1) shall apply to taxable years 
beginning after December 31, 1999. 

(2) EXCISE TAX.—The amendment made by 
subsection (a)(2) shall take effect on the date 
of the enactment of this Act. 
SEC. 1214. CONTROLLED ENTITIES INELIGIBLE 

FOR REIT STATUS. 
(a) IN GENERAL.—Subsection (a) of section 

856 (relating to definition of real estate in-
vestment trust) is amended by striking 
‘‘and’’ at the end of paragraph (6), by redesig-
nating paragraph (7) as paragraph (8), and by 
inserting after paragraph (6) the following 
new paragraph: 

‘‘(7) which is not a controlled entity (as de-
fined in subsection (1)); and’’. 

(b) CONTROLLED ENTITY.—Section 856 is 
amended by adding at the end the following 
new subsection: 

‘‘(l) CONTROLLED ENTITY.—
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)(7), an entity is a controlled entity 
if, at any time during the taxable year, one 
person (other than a qualified entity)—

‘‘(A) in the case of a corporation, owns 
stock—

‘‘(i) possessing at least 50 percent of the 
total voting power of the stock of such cor-
poration, or 

‘‘(ii) having a value equal to at least 50 per-
cent of the total value of the stock of such 
corporation, or 

‘‘(B) in the case of a trust, owns beneficial 
interests in the trust which would meet the 
requirements of subparagraph (A) if such in-
terests were stock. 

‘‘(2) QUALIFIED ENTITY.—For purposes of 
paragraph (1), the term ‘qualified entity’ 
means—

‘‘(A) any real estate investment trust, and 
‘‘(B) any partnership in which one real es-

tate investment trust owns at least 50 per-
cent of the capital and profits interests in 
the partnership. 

‘‘(3) ATTRIBUTION RULES.—For purposes of 
this paragraphs (1) and (2)—

‘‘(A) IN GENERAL.—Rules similar to the 
rules of subsections (d)(5) and (h)(3) shall 
apply.

‘‘(B) STAPLED ENTITIES.—A group of enti-
ties which are stapled entities (as defined in 
section 269(c)(2)) shall be treated as 1 per-
son.’’

(c) CONFORMING AMENDMENT.—Paragraph
(2) of section 856(h) is amended by striking 
‘‘and (6)’’ each place it appears and inserting 
‘‘, (6), and (7)’’. 

(d) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxable years end-
ing after July 14, 1999. 

(2) EXCEPTIONS FOR EXISTING CONTROLLED
ENTITIES.—The amendments made by this 
section shall not apply to any entity which 
is a controlled entity (as defined in section 
856(l) of the Internal Revenue Code of 1986, as 
added by this section) as of July 14, 1999, 
which is a real estate investment trust for 
the taxable year which includes such date, 
and which has significant business assets or 
activities as of such date. 
SEC. 1215. INCREASE IN ELECTIVE WITHHOLDING 

RATE FOR NONPERIODIC DISTRIBU-
TIONS FROM DEFERRED COMPENSA-
TION PLANS. 

(a) IN GENERAL.—Section 3405(b)(1) (relat-
ing to withholding) is amended by striking 
‘‘10 percent’’ and inserting ‘‘15 percent’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to dis-
tributions after December 31, 2000. 
SEC. 1216. TREATMENT OF GAIN FROM CON-

STRUCTIVE OWNERSHIP TRANS-
ACTIONS.

(a) IN GENERAL.—Part IV of subchapter P 
of chapter 1 (relating to special rules for de-

termining capital gains and losses) is amend-
ed by inserting after section 1259 the fol-
lowing section: 
‘‘SEC. 1260. GAINS FROM CONSTRUCTIVE OWNER-

SHIP TRANSACTIONS. 
‘‘(a) IN GENERAL.—If the taxpayer has gain 

from a constructive ownership transaction 
with respect to any financial asset and such 
gain would (without regard to this section) 
be treated as a long-term capital gain—

‘‘(1) such gain shall be treated as ordinary 
income to the extent that such gain exceeds 
the net underlying long-term capital gain, 
and

‘‘(2) to the extent such gain is treated as a 
long-term capital gain after the application 
of paragraph (1), the determination of the 
capital gain rate (or rates) applicable to such
gain under section 1(h) shall be determined 
on the basis of the respective rate (or rates) 
that would have been applicable to the net 
underlying long-term capital gain. 

‘‘(b) INTEREST CHARGE ON DEFERRAL OF
GAIN RECOGNITION.—

‘‘(1) IN GENERAL.—If any gain is treated as 
ordinary income for any taxable year by rea-
son of subsection (a)(1), the tax imposed by 
this chapter for such taxable year shall be 
increased by the amount of interest deter-
mined under paragraph (2) with respect to 
each prior taxable year during any portion of 
which the constructive ownership trans-
action was open. Any amount payable under 
this paragraph shall be taken into account in 
computing the amount of any deduction al-
lowable to the taxpayer for interest paid or 
accrued during such taxable year. 

‘‘(2) AMOUNT OF INTEREST.—The amount of 
interest determined under this paragraph 
with respect to a prior taxable year is the 
amount of interest which would have been 
imposed under section 6601 on the under-
payment of tax for such year which would 
have resulted if the gain (which is treated as 
ordinary income by reason of subsection 
(a)(1)) had been included in gross income in 
the taxable years in which it accrued (deter-
mined by treating the income as accruing at 
a constant rate equal to the applicable Fed-
eral rate as in effect on the day the trans-
action closed). The period during which such 
interest shall accrue shall end on the due 
date (without extensions) for the return of 
tax imposed by this chapter for the taxable 
year in which such transaction closed 

‘‘(3) APPLICABLE FEDERAL RATE.—For pur-
poses of paragraph (2), the applicable Federal 
rate is the applicable Federal rate deter-
mined under 1274(d) (compound semiannu-
ally) which would apply to a debt instrument 
with a term equal to the period the trans-
action was open. 

‘‘(4) NO CREDITS AGAINST INCREASE IN TAX.—
Any increase in tax under paragraph (1) shall 
not be treated as tax imposed by this chapter 
of purposes of determining—

‘‘(A) the amount of any credit allowable 
under this chapter, or 

‘‘(B) the amount of the tax imposed by sec-
tion 55. 

‘‘(c) Financial Asset.—For purposed of ra-
tion

‘‘(1) IN GENERAL.—The term ‘financial 
asset’ means—

‘‘(A) any equity interest in any pass-thou 
entity, and 

‘‘(B) to the extent provided in regula-
tions—

‘‘(i) any debt instrument, and 
(ii) any stock in a corporation which in not 

a pass-thru entity. 
‘‘(2) PASS-THRU ENTITY.—For purposes of 

paragraph (1), the term ‘pass-thru entity’ 
means—

‘‘(A) a regulated investment company, 
‘‘(B) a real estate investment trust, 
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‘‘(C) an S corporation, 
‘‘(D) a partnership, 
‘‘(E) a trust, 
‘‘(F) a common trust fund, 
‘‘(G) a passive foreign investment company 

(as defined in section 1297 without regard to 
subsection (e) thereof). 

‘‘(H) a foreign personal holding company, 
‘‘(I) a foreign investment company (as de-

fined in section 1246(b)), and 
‘‘(J) a REMIC. 
‘‘(d) CONSTRUCTIVE OWNERSHIP TRANS-

ACTION.—For purposes of this section—
‘‘(1) IN GENERAL.—The taxpayer shall be 

treated as having entered into a constructive 
ownership transaction with respect to any fi-
nancial asset if the taxpayer—

‘‘(A) holds a long position under a notional 
principal contract with respect to the finan-
cial asset, 

‘‘(B) enters into a forward or futures con-
tract to acquire the financial asset, 

‘‘(C) is the holder of a call option, and is 
the grantor of a put option, with respect to 
the financial asset and such options have 
substantially equal strike prices and sub-
stantially contemporaneous maturity dates, 
or

‘‘(D) to the extent provided in regulations 
prescribed by the Secretary, enters into 1 or 
more other transactions (or acquires 1 or 
more positions) that have substantially the 
same effect as a transaction described in any 
of the preceding subparagraphs. 

‘‘(2) EXCEPTION FOR POSITIONS WHICH ARE
MARKED TO MARKET.—This section shall not 
apply to any constructive ownership trans-
action if all of the positions which are part 
of such transaction are marked to market 
under any provision of this title or the regu-
lations thereunder. 

‘‘(3) LONG POSITION UNDER NOTIONAL PRIN-
CIPAL CONTRACT.—A person shall be treated 
as holding a long position under a notional 
principal contract with respect to any finan-
cial asset if such person—

‘‘(A) has the right to be paid (or receive 
credit for) all or substantially all of the in-
vestment yield (including appreciation) on 
such financial asset for a specified period, 
and

‘‘(B) is obligated to reimburse (or provide 
credit for) all or substantially all of any de-
cline in the value of such financial asset. 

‘‘(4) FORWARD CONTRACT.—The term ‘for-
ward contract’ means any contract to ac-
quire in the future (or provide or receive 
credit for the future value of) any financial 
asset.

‘‘(e) NET UNDERLYING LONG-TERM CAPITAL
GAIN.—For purposes of this section, in the 
case of any constructive ownership trans-
action with respect to any financial asset, 
the term ‘net underlying long-term capital 
gain’ means the aggregate net capital gain 
that the tax-payer would have had if—

‘‘(1) the financial asset had been acquired 
for fair market value on the date such trans-
action was opened and sold for fair market 
value on the date such transaction was 
closed, and 

‘‘(2) only gains and losses that would have 
resulted from the deemed ownership under 
paragraph (1) were taken into account.

The amount of the net underlying long-term 
capital gain with respect to any financial 
asset shall be treated as zero unless the 
amount thereof is established by clear and 
convincing evidence. 

‘‘(f) SPECIAL RULE WHERE TAXPAYER TAKES
DELIVERY.—Except as provided in regula-
tions prescribed by the Secretary, if a con-
structive ownership transaction is closed by 
reason of taking delivery, this section shall 

be applied as if the taxpayer had sold all the 
contracts, options, or other positions which 
are part of such transaction for fair market 
value on the closing date. The amount of 
gain recognized under the preceding sentence 
shall not exceed the amount of gain treated 
as ordinary income under subsection (a). 
Proper adjustments shall be made in the 
amount of any gain or loss subsequently re-
alized for gain recognized and treated as or-
dinary income under this subsection. 

‘‘(g) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section, including regulations—

‘‘(1) to permit taxpayers to mark to mar-
ket constructive ownership transactions in 
lieu of applying this section, and 

‘‘(2) to exclude certain forward contracts 
which do not convey substantially all of the 
economic return with respect to a financial 
asset.’’

(b) CLERICAL AMENDMENT.—The table of 
sections for part IV of subchapter P of chap-
ter 1 is amended by adding at the end the fol-
lowing new item:
‘‘Sec. 1260. Gains from constructive owner-

ship transactions.’’
(c) EFFECTIVE DATE.–The amendments 

made by this section shall apply to trans-
actions entered into after July 11, 1999. 
SEC. 1217. RESTRICTION ON USE OF REAL ES-

TATE INVESTMENT TRUSTS TO 
AVOID ESTIMATED TAX PAYMENT 
REQUIREMENTS.

(a) IN GENERAL.—Subsection (c) of section 
6655 (relating to estimated tax by corpora-
tions) is amended by adding at the end the 
following new paragraph: 

‘‘(5) TREATMENT OF CERTAIN REIT DIVI-
DENDS.—

‘‘(A) IN GENERAL.—Any dividend received 
from a closely held real estate investment 
trust by any person which owns (after appli-
cation of subsections (d)(5) and (1)(3)(B) of 
section 856) 10 percent or more (by vote or 
value) of the stock or beneficial interests in 
the trust shall be taken into account in com-
puting annualized income installments 
under paragraph (2) in a manner similar to 
the manner under which partnership income 
inclusions are taken into account. 

‘‘(B) CLOSELY HELD REIT.—For purposes of 
subparagraph (A), the term ‘closely held real 
estate investment trust’ means a real estate 
investment trust with respect to which 5 or 
fewer persons own (after application of sub-
sections (d)(5) and (1)(3)(B) of section 856) 50 
percent or more (by vote or value) of the 
stock or beneficial interests in the trust.’’

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to esti-
mated tax payments due on or after Sep-
tember 15, 1999. 
SEC. 1218. PROHIBITED ALLOCATIONS OF S COR-

PORATION STOCK HELD BY AN 
ESOP.

(a) IN GENERAL.—Section 409 (relating to 
qualifications for tax credit employee stock 
ownership plans) is amended by redesig-
nating subsection (p) as subsection (q) and 
by inserting after subsection (o) the fol-
lowing new subsection: 

‘‘(p) PROHIBITED ALLOCATION OF SECURITIES
IN AN S CORPORATION.—

‘‘(1) IN GENERAL.—An employee stock own-
ership plan holding employer securities con-
sisting of stock in an S corporation shall 
provide that no portion of the assets of the 
plan attributable to (or allocable in lieu of) 
such employer securities may, during a non-
allocation year, accrue (or be allocated di-
rectly or indirectly under any plan of the 
employer meeting the requirements of sec-

tion 401(a)) for the benefit of any disqualified 
individual.

‘‘(2) FAILURE TO MEET REQUIREMENTS.—If a 
plan fails to meet the requirements of para-
graph (1)—

‘‘(A) the plan shall be treated as having 
distributed to any disqualified individual the 
amount allocated to the account of such in-
dividual in violation of paragraph (1) at the 
time of such allocation, 

‘‘(B) the provisions of section 4979A shall 
apply, and 

‘‘(C) the statutory period for the assess-
ment of any tax imposed by section 4979A 
shall not expire before the date which is 3 
years from the later of—

‘‘(i) the allocation of employer securities 
resulting in the failure under paragraph (1) 
giving rise to such tax, or 

‘‘(ii) the date on which the Secretary is no-
tified of such failure. 

‘‘(3) NONALLOCATION YEAR.—For purposes of 
this subsection—

‘‘(A) IN GENERAL.—The term ‘nonallocation 
year’ means any plan year of an employee 
stock ownership plan if, at any time during 
such plan year—

‘‘(i) such plan holds employer securities 
consisting of stock in an S corporation, and 

‘‘(ii) disqualified individuals own at least 
50 percent of the number of outstanding 
shares of stock in such S corporation. 

‘‘(B) ATTRIBUTION RULES.—For purposes of 
subparagraph (A)—

‘‘(i) IN GENERAL.—The rules of section 
318(a) shall apply for purposes of determining 
ownership, except that—

‘‘(I) in applying paragraph (1) thereof, the 
members of an individual’s family shall in-
clude members of the family described in 
paragraph (4)(D), and 

‘‘(II) paragraph (4) thereof shall not apply. 
‘‘(ii) DEEMED-OWNED SHARES.—Notwith-

standing the employee trust exception in 
section 318(a)(2)(B)(i), disqualified individ-
uals shall be treated as owning deemed-
owned shares. 

‘‘(4) DISQUALIFIED INDIVIDUAL.—For pur-
poses of this subsection—

‘‘(A) IN GENERAL.—The term ‘disqualified 
individual’ means any individual who is a 
participant or beneficiary under the em-
ployee stock ownership plan if—

‘‘(i) the aggregate number of deemed-
owned shares of such individual and the 
members of the individual’s family is at 
least 20 percent of the number of outstanding 
shares of stock in the S corporation consti-
tuting employer securities of such plan, or 

‘‘(ii) if such individual is not described in 
clause (i), the number of deemed-owned 
shares of such individual is at least 10 per-
cent of the number of outstanding shares of 
stock in such corporation. 

‘‘(B) TREATMENT OF FAMILY MEMBERS.—In
the case of a disqualified individual de-
scribed in subparagraph (A)(i), any member 
of the individual’s family with deemed-
owned shares shall be treated as a disquali-
fied individual if not otherwise a disqualified 
individual under subparagraph (A). 

‘‘(C) DEEMED-OWNED SHARES.—For purposes 
of this paragraph—

‘‘(i) IN GENERAL.—The term ‘deemed-owned 
shares’ means, with respect to any partici-
pant or beneficiary under the employee 
stock ownership plan—

‘‘(I) the stock in the S corporation consti-
tuting employer securities of such plan 
which is allocated to such participant or 
beneficiary under the plan, and 

‘‘(II) such participant’s or beneficiary’s 
share of the stock in such corporation which 
is held by such trust but which is not allo-
cated under the plan to employees. 
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‘‘(ii) INDIVIDUALS SHARE OF UNALLOCATED

STOCK.—For purposes of clause (i)(II), an in-
dividual’s share of unallocated S corporation 
stock held by the trust in the amount of the 
unallocated stock which would be allocated 
to such individual if the unallocated stock 
were allocated to individuals in the same 
proportions as the most recent stock alloca-
tion under the plan. 

‘‘(D) MEMBERS OF FAMILY.—For purposes of 
this paragraph, the term ‘member of the 
family’ means, with respect of any indi-
vidual—

‘‘(i) the spouse of the individual. 
‘‘(ii) an ancestor or lineal descendant of 

the individual or the individual’s spouse, 
‘‘(iii) a brother or sister of the individual 

or the individual’s spouse and any lineal de-
scendant of the brother or sister, and 

‘‘(iv) the spouse of any person described in 
clause (ii) or (iii). 

‘‘(5) DEFINITIONS.—For purposes of this sub-
section—

‘‘(A) EMPLOYEE STOCK OWNERSHIP PLAN.—
The term ‘employee stock ownership plan’ 
has the meaning given such term by section 
4975(e)(7).

‘‘(B) EMPLOYER SECURITIES.—The term ‘em-
ployer security’ has the meaning given such 
term by section 409(l). 

‘‘(6) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section, including regulations providing for 
the treatment of any stock option, restricted 
stock, sock appreciation right, phantom 
stock unit, performance unit, or similar in-
strumental granted by an S corporation as 
stock or not stock.’’

(b) EXCISE TAX.—
(1) IN GENERAL.—Section 4979A(b) (defining 

prohibited allocation) is amended by strik-
ing ‘‘and’’ at the end of paragraph (1), by 
striking the period at the end of paragraph 
(2) and inserting ‘‘, and ’’, and by adding at 
the end the following new paragraph: 

‘‘(3) any allocation of employer securities 
which violate the provisions of section 
409(p).’’

(2) LIABILITY.—Section 4979A(c) (defining 
liability for tax) is amended by adding at the 
end the following new sentence: ‘‘in the case 
of a prohibited allocation described in sub-
section (b)(3), such tax shall be paid by the S 
corporation the stock in which was allocated 
in violation of section 409(p).’’

(c) EFFECTIVE DATES.—
(1) IN GENERAL.—The amendments made by 

this section shall apply to plan years begin-
ning after December 31, 2000. 

(2) EXCEPTION FOR CERTAIN PLANS.—In the 
ease of any—

(A) employee stock ownership plan estab-
lished after July 14, 1999, or 

(B) employee stock ownership plan estab-
lished on or before such date if employer se-
curities held by the plan consist of stock in 
a corporation with respect to which an elec-
tion under section 1362(a) of the internal 
Revenue Code of 1986 is not in effect on such 
date.
the amendments made by this section shall 
apply to plan years ending after July 14, 1999. 
SEC. 1219. MODIFICATION OF ANTI-ABUSE RULES 

RELATED TO ASSUMPTION OF LI-
ABILITY.

(a) IN GENERAL.—Section 357(b)(1) (relating 
to tax avoidance purpose) is amended—

(1) by striking ‘‘the principal purpose’’ and 
inserting ‘‘a principal purpose’’, and 

(2) by striking ‘‘on the exchange’’ in sub-
paragraph (A). 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to assump-
tions of liability after July 14, 1999. 

SEC. 1220. ALLOCATION OF BASIS ON TRANSFERS 
OF INTANGIBLES IN CERTAIN NON-
RECOGNITION TRNSACTIONS 

(a) TRANSFERS TO CORPORATIONS.—Section
351 (relating to transfer to corporation con-
trolled by transferor) is amended by redesig-
nating subsection (h) or subsection (i) and by 
inserting after subsection (g) the following 
new subsection:

‘‘(h) TREATMENT OF TRANSFERS OF INTAN-
GIBLE PROPERTY.—

‘‘(1) TRANSFERS OF LESS THAN ALL SUBSTAN-
TIAL RIGHTS.

‘‘(A) IN GENERAL.—A transfer of an interest 
in intangible property (as defined in section 
936(h)(3)(B)) shall be treated under this sec-
tion as a transfer of property even if the 
transfer is of less than all of the substantial 
rights of the transferor in the property. 

‘‘(B) ALLOCATION OF BASIS.—In the case of a 
transfer of less than all of the substantial 
rights of the transferor in the intangible 
property, the transferor’s basis immediately 
before the transfer shall be allocated among 
the rights retained by the transferor and the 
rights transferred on the basis of their re-
spective fair market values. 

‘‘(2) NONRECOGNITION NOT TO APPLY TO IN-
TANGIBLE PROPERTY DEVELOPED FOR TRANS-
FEREE.—This section shall not apply to a 
transfer of intangible property developed by 
the transferor or any related person if such 
development was pursuant to an arrange-
ment with the transferee.’’

(b) TRANSFERS TO PARTNERSHIPS.—Sub-
section (d) of section 721 is amended to read 
as follows: 

‘‘(d) TRANSFERS OF INTANGIBLE PROP-
ERTY.—

‘‘(1) IN GENERAL.—Rules similar to the 
rules of section 351(h) shall apply for pur-
poses of this section. 

‘‘(2) TRANSFERS TO FOREIGN PARTNER-
SHIPS.—For regulatory authority to treat in-
tangibles transferred to a partnership as 
sold, see section 367(d)(3).’’

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to transfers 
on or after the date of the enactment of this 
Act.
SEC. 1221. DISTRIBUTIONS TO A CORPORATE 

PARTNER OF STOCK IN ANOTHER 
CORPORATION.

(c) IN GENERAL.—Section 732 (relating to 
basis of distributed property other than 
money) is amended by adding at the end the 
following new subsection: 

‘‘(f) CORRESPONDING ADJUSTMENT TO BASIS
OF ASSETS OF A DISTRIBUTED CORPORATION
CONTROLLED BY A CORPORATE PARTNER.—

‘‘(1) IN GENERAL.—If—
‘‘(A) a corporation (hereafter in this sub-

section referred to as the ‘corporate part-
ner’) receives a distribution from a partner-
ship of stock in another corporation (here-
after in this subsection referred to as the 
‘distributed corporation’). 

‘‘(B) the corporate partner has control of 
the distributed corporation immediately 
after the distribution or at any time there-
after, and 

‘‘(C) the partnership’s adjusted basis in 
such stock immediately before the distribu-
tion exceeded the corporate partner’s ad-
justed basis in such stock immediately after 
the distribution,

then an amount equal to such excess shall be 
applied to reduce (in accordance with sub-
section (c) the basis of property held by the 
distributed corporation at such time (or, if 
the corporate partner does not control the 
distributed corporation at such time, at the 
time the corporation partner first has such 
control).

‘‘(2) EXCEPTION FOR CERTAIN DISTRIBUTIONS
BEFORE CONTROL ACQUIRED.—Paragraph (1) 
shall not apply to any distribution of stock 
in the distributed corporation if—

‘‘(A) the corporate partner does not have 
control of such corporation immediately 
after such distribution, and

‘‘(B) the corporate partner establishes to 
the satisfaction of the Secretary that such 
distribution was not part of a plan or ar-
rangement to acquire control of the distrib-
uted corporation. 

‘‘(3) LIMITATIONS ON BASIS REDUCTION.—
‘‘(A) IN GENERAL.—The amount of the re-

duction under paragraph (1) shall not exceed 
the amount by which the sum of the aggre-
gate adjusted bases of the property and the 
amount of money of the distributed corpora-
tion exceeds the corporate partner’s adjusted 
basis in the stock of the distributed corpora-
tion.

‘‘(B) REDUCTION NOT TO EXCEED ADJUSTED
BASIS OF PROPERTY.—No reduction under 
paragraph (1) in the basis of any property 
shall exceed the adjusted basis of such prop-
erty (determined without regard to such re-
duction).

‘‘(4) GAIN RECOGNITION WHERE REDUCTION
LIMITED.—If the amount of any reduction 
under paragraph (1) (determined after the ap-
plication of paragraph (3)(A)) exceeds the ag-
gregate adjusted bases of the property of the 
distributed corporation—

‘‘(A) such excess shall be recognized by the 
corporate partner as long-term capital gain, 
and

‘‘(B) the corporate partner’s adjusted basis 
in the stock of the distributed corporation 
shall be increased by such excess. 

‘‘(5) CONTROL.—For purposes of this sub-
section, the term ‘control’ means ownership 
of a stock meeting the requirements of sec-
tion 1504(a)(2). 

‘‘(6) INDIRECT DISTRIBUTIONS.—For purposes 
of paragraph (1), if a corporation acquires 
(other than in a distribution from a partner-
ship) stock the basis of which is determined 
in whole or in part by reference to sub-
section (a)(2) or (b), the corporation shall be 
treated as receiving a distribution of such 
stock from a partnership. 

‘‘(7) SPECIAL RULE FOR STOCK IN CON-
TROLLED CORPORATION.—If the property held 
by a distributed corporation is stock in a 
corporation which the distributed corpora-
tion controls, this subsection shall be ap-
plied to reduce the basis of the property of 
such controlled corporation. This subsection 
shall be reapplied to any property of any 
controlled corporation which is stock in a 
corporation which it controls. 

‘‘(8) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section, including regulations to avoid dou-
ble counting and to prevent the abuse of 
such purposes.’’

‘‘(b) EFFECTIVE DATE.—the amendment 
made by this section shall apply to distribu-
tions made after July 14, 1999. 

TITLE XIII—COMPLIANCE WITH 
CONGRESSIONAL BUDGET ACT 

SEC. 1301. SUNSET OF PROVISIONS OF ACT. 
All provisions of, and amendments made 

by, this Act which are in effect on September 
30, 2009, shall cease to apply as of the close of 
September 30, 2009.

LINCOLN AMENDMENT NO. 1385

(Ordered to lie on the table.) 
Mrs. LINCOLN submitted an amend-

ment intended to be proposed by her to 
the bill, S. 1429, supra; as follows:
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At the appropriate place add the following: 
To amend the Internal Revenue Code of 

1986 to clarify that any amount allowable as 
a child tax credit under section 24 or an 
earned income credit under section 32 shall 
not be treated as income for purposes of any 
means-tested Federal program. 

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in 
Congress assembled, 
SECTION 1. COORDINATION OF CHILD TAX CRED-

IT WITH CERTAIN MEANS-TESTED 
PROGRAMS.

Section 24 of the Internal Revenue Code of 
1986 (relating to child tax credit) is amended 
by adding at the end the following new sub-
section:

(g) COORDINATION WITH CERTAIN MEANS-
TESTED PROGRAMS.—Any refund or credit 
made to an individual by reason of this sec-
tion shall not be treated as income or re-
ceipts (or taken into account in determining 
resources) for purposes of determining—

(1) the eligibility of the individual or any 
other individual for any month for benefits 
or assistance under any Federal program or 
any State or local program financed in whole 
or in part with Federal funds, or 

(2) the amount or extent of such benefits or 
assistance.
SEC. 2. COORDINATION OF EARNED INCOME 

CREDIT WITH CERTAIN MEANS-TEST-
ED PROGRAMS. 

Subsection (l) of section 32 of the Internal 
Revenue Code of 1986 (relating to coordina-
tion with certain means-tested programs) is 
amended to read as follows: 

(l) COORDINATION WITH CERTAIN MEANS-
TESTED PROGRAMS.—Any refund or credit 
made to an individual by reason of this sec-
tion, and any payment made to such indi-
vidual by an employer under section 3507, 
shall not be treated as income or receipts (or 
taken into account in determining resources) 
for purposes of determining—

(1) the eligibility of the individual or any 
other individual for any month for benefits 
or assistance under any Federal program or 
any State or local program financed in whole 
or in part with Federal funds, or 

(2) the amount or extent of such benefits or 
assistance.

SPECTER AMENDMENT NO. 1386
(Ordered to lie on the table.) 
Mr. SPECTER submitted an amend-

ment intended to be proposed by him 
to the bill, S. 1429, supra; as follows:

Strike all after the first word and insert: 
1. SHORT TITLE; TABLE OF CONTENTS; 

AMENDMENT OF 1986 CODE. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Flat Tax Act of 1999’’. 
(b) TABLE OF CONTENTS.—The table of con-

tents for this Act is as follows:
Sec. 1. Short title; table of contents; amend-

ment of 1986 Code. 
Sec. 2. Flat tax on individual taxable earned 

income and business taxable in-
come.

Sec. 3. Repeal of estate and gift taxes. 
Sec. 4. Additional repeals. 
Sec. 5. Effective dates.

(c) AMENDMENT OF 1986 CODE.—Except as 
otherwise expressly provided, whenever in 
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a 
section or other provision of the Internal 
Revenue Code of 1986. 
SEC. 2. FLAT TAX ON INDIVIDUAL TAXABLE 

EARNED INCOME AND BUSINESS 
TAXABLE INCOME. 

(a) IN GENERAL.—Subchapter A of chapter 1 
of subtitle A is amended to read as follows:

‘‘Subchapter A—Determination of Tax 
Liability

‘‘Part I. Tax on individuals. 
‘‘Part II. Tax on business activities.

‘‘PART I—TAX ON INDIVIDUALS
‘‘Sec. 1. Tax imposed. 
‘‘Sec. 2. Standard deduction. 
‘‘Sec. 3. Deduction for cash charitable con-

tributions.
‘‘Sec. 4. Deduction for home acquisition in-

debtedness.
‘‘Sec. 5. Definitions and special rules.
‘‘SECTION 1. TAX IMPOSED. 

‘‘(a) IMPOSITION OF TAX.—There is hereby 
imposed on every individual a tax equal to 20 
percent of the taxable earned income of such 
individual.

‘‘(b) TAXABLE EARNED INCOME.—For pur-
poses of this section, the term ‘taxable 
earned income’ means the excess (if any) of—

‘‘(1) the earned income received or accrued 
during the taxable year, over 

‘‘(2) the sum of—
‘‘(A) the standard deduction, 
‘‘(B) the deduction for cash charitable con-

tributions, and 
‘‘(C) the deduction for home acquisition in-

debtedness,
for such taxable year. 

‘‘(c) EARNED INCOME.—For purposes of this 
section—

‘‘(1) IN GENERAL.—The term ‘earned in-
come’ means wages, salaries, or professional 
fees, and other amounts received from 
sources within the United States as com-
pensation for personal services actually ren-
dered, but does not include that part of com-
pensation derived by the taxpayer for per-
sonal services rendered by the taxpayer to a 
corporation which represents a distribution 
of earnings or profits rather than a reason-
able allowance as compensation for the per-
sonal services actually rendered. 

‘‘(2) TAXPAYER ENGAGED IN TRADE OR BUSI-
NESS.—In the case of a taxpayer engaged in a 
trade or business in which both personal 
services and capital are material income-
producing factors, under regulations pre-
scribed by the Secretary, a reasonable allow-
ance as compensation for the personal serv-
ices rendered by the taxpayer, not in excess 
of 30 percent of the taxpayer’s share of the 
net profits of such trade or business, shall be 
considered as earned income. 
‘‘SEC. 2. STANDARD DEDUCTION. 

‘‘(a) IN GENERAL.—For purposes of this sub-
title, the term ‘standard deduction’ means 
the sum of—

‘‘(1) the basic standard deduction, plus 
‘‘(2) the additional standard deduction. 
‘‘(b) BASIC STANDARD DEDUCTION.—For pur-

poses of subsection (a), the basic standard 
deduction is—

‘‘(1) $17,500 in the case of—
‘‘(A) a joint return, and 
‘‘(B) a surviving spouse (as defined in sec-

tion 5(a)), 
‘‘(2) $15,000 in the case of a head of house-

hold (as defined in section 5(b)), and 
‘‘(3) $10,000 in the case of an individual—
‘‘(A) who is not married and who is not a 

surviving spouse or head of household, or 
‘‘(B) who is a married individual filing a 

separate return.
‘‘(c) ADDITIONAL STANDARD DEDUCTION.—

For purposes of subsection (a), the additional 
standard deduction is $5,000 for each depend-
ent (as defined in section 5(d))—

‘‘(1) whose earned income for the calendar 
year in which the taxable year of the tax-
payer begins is less than the basic standard 
deduction specified in subsection (b)(3), or 

‘‘(2) who is a child of the taxpayer and 
who—

‘‘(A) has not attained the age of 19 at the 
close of the calendar year in which the tax-
able year of the taxpayer begins, or 

‘‘(B) is a student who has not attained the 
age of 24 at the close of such calendar year. 

‘‘(d) INFLATION ADJUSTMENT.—
‘‘(1) IN GENERAL.—In the case of any tax-

able year beginning in a calendar year after 
1999, each dollar amount contained in sub-
sections (b) and (c) shall be increased by an 
amount equal to—

‘‘(A) such dollar amount, multiplied by 
‘‘(B) the cost-of-living adjustment under 

section 1(f)(3) for the calendar year in which 
the taxable year begins, determined by sub-
stituting ‘calendar year 1998’ for ‘calendar 
year 1992’ in subparagraph (B) of such sec-
tion.

‘‘(2) ROUNDING.—If any increase determined 
under paragraph (1) is not a multiple of $50, 
such amount shall be rounded to the next 
lowest multiple of $50. 
‘‘SEC. 3. DEDUCTION FOR CASH CHARITABLE 

CONTRIBUTIONS.
‘‘(a) GENERAL RULE.—For purposes of this 

part, there shall be allowed as a deduction 
any charitable contribution (as defined in 
subsection (b)) not to exceed $2,500 ($1,250, in 
the case of a married individual filing a sepa-
rate return), payment of which is made with-
in the taxable year. 

‘‘(b) CHARITABLE CONTRIBUTION DEFINED.—
For purposes of this section, the term ‘chari-
table contribution’ means a contribution or 
gift of cash or its equivalent to or for the use 
of the following: 

‘‘(1) A State, a possession of the United 
States, or any political subdivision of any of 
the foregoing, or the United States or the 
District of Columbia, but only if the con-
tribution or gift is made for exclusively pub-
lic purposes. 

‘‘(2) A corporation, trust, or community 
chest, fund, or foundation—

‘‘(A) created or organized in the United 
States or in any possession thereof, or under 
the law of the United States, any State, the 
District of Columbia, or any possession of 
the United States, 

‘‘(B) organized and operated exclusively for 
religious, charitable, scientific, literary, or 
educational purposes, or to foster national or 
international amateur sports competition 
(but only if no part of its activities involve 
the provision of athletic facilities or equip-
ment), or for the prevention of cruelty to 
children or animals, 

‘‘(C) no part of the net earnings of which 
inures to the benefit of any private share-
holder or individual, and 

‘‘(D) which is not disqualified for tax ex-
emption under section 501(c)(3) by reason of 
attempting to influence legislation, and 
which does not participate in, or intervene in 
(including the publishing or distributing of 
statements), any political campaign on be-
half of (or in opposition to) any candidate for 
public office.

A contribution or gift by a corporation to a 
trust, chest, fund, or foundation shall be de-
ductible by reason of this paragraph only if 
it is to be used within the United States or 
any of its possessions exclusively for pur-
poses specified in subparagraph (B). Rules 
similar to the rules of section 501(j) shall 
apply for purposes of this paragraph. 

‘‘(3) A post or organization of war veterans, 
or an auxiliary unit or society of, or trust or 
foundation for, any such post or organiza-
tion—

‘‘(A) organized in the United States or any 
of its possessions, and 
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‘‘(B) no part of the net earnings of which 

inures to the benefit of any private share-
holder or individual. 

‘‘(4) In the case of a contribution or gift by 
an individual, a domestic fraternal society, 
order, or association, operating under the 
lodge system, but only if such contribution 
or gift is to be used exclusively for religious, 
charitable, scientific, literary, or edu-
cational purposes, or for the prevention of 
cruelty to children or animals. 

‘‘(5) A cemetery company owned and oper-
ated exclusively for the benefit of its mem-
bers, or any corporation chartered solely for 
burial purposes as a cemetery corporation 
and not permitted by its charter to engage in 
any business not necessarily incident to that 
purpose, if such company or corporation is 
not operated for profit and no part of the net 
earnings of such company or corporation in-
ures to the benefit of any private share-
holder or individual. 
For purposes of this section, the term ‘chari-
table contribution’ also means an amount 
treated under subsection (d) as paid for the 
use of an organization described in para-
graph (2), (3), or (4). 

‘‘(c) DISALLOWANCE OF DEDUCTION IN CER-
TAIN CASES AND SPECIAL RULES.—

‘‘(1) SUBSTANTIATION REQUIREMENT FOR CER-
TAIN CONTRIBUTIONS.—

‘‘(A) GENERAL RULE.—No deduction shall be 
allowed under subsection (a) for any con-
tribution of $250 or more unless the taxpayer 
substantiates the contribution by a contem-
poraneous written acknowledgment of the 
contribution by the donee organization that 
meets the requirements of subparagraph (B). 

‘‘(B) CONTENT OF ACKNOWLEDGMENT.—An
acknowledgment meets the requirements of 
this subparagraph if it includes the following 
information:

‘‘(i) The amount of cash contributed. 
‘‘(ii) Whether the donee organization pro-

vided any goods or services in consideration, 
in whole or in part, for any contribution de-
scribed in clause (i). 

‘‘(iii) A description and good faith estimate 
of the value of any goods or services referred 
to in clause (ii) or, if such goods or services 
consist solely of intangible religious bene-
fits, a statement to that effect.
For purposes of this subparagraph, the term 
‘intangible religious benefit’ means any in-
tangible religious benefit which is provided 
by an organization organized exclusively for 
religious purposes and which generally is not 
sold in a commercial transaction outside the 
donative context. 

‘‘(C) CONTEMPORANEOUS.—For purposes of 
subparagraph (A), an acknowledgment shall 
be considered to be contemporaneous if the 
taxpayer obtains the acknowledgment on or 
before the earlier of—

‘‘(i) the date on which the taxpayer files a 
return for the taxable year in which the con-
tribution was made, or 

‘‘(ii) the due date (including extensions) for 
filing such return.

‘‘(D) SUBSTANTIATION NOT REQUIRED FOR
CONTRIBUTIONS REPORTED BY THE DONEE ORGA-
NIZATION.—Subparagraph (A) shall not apply 
to a contribution if the donee organization 
files a return, on such form and in accord-
ance with such regulations as the Secretary 
may prescribe, which includes the informa-
tion described in subparagraph (B) with re-
spect to the contribution. 

‘‘(E) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this paragraph, including regula-
tions that may provide that some or all of 
the requirements of this paragraph do not 
apply in appropriate cases. 

‘‘(2) DENIAL OF DEDUCTION WHERE CONTRIBU-
TION FOR LOBBYING ACTIVITIES.—No deduction 
shall be allowed under this section for a con-
tribution to an organization which conducts 
activities to which section 11(d)(2)(C)(i) ap-
plies on matters of direct financial interest 
to the donor’s trade or business, if a prin-
cipal purpose of the contribution was to 
avoid Federal income tax by securing a de-
duction for such activities under this section 
which would be disallowed by reason of sec-
tion 11(d)(2)(C) if the donor had conducted 
such activities directly. No deduction shall 
be allowed under section 11(d) for any 
amount for which a deduction is disallowed 
under the preceding sentence. 

‘‘(d) AMOUNTS PAID TO MAINTAIN CERTAIN
STUDENTS AS MEMBERS OF TAXPAYER’S
HOUSEHOLD.—

‘‘(1) IN GENERAL.—Subject to the limita-
tions provided by paragraph (2), amounts 
paid by the taxpayer to maintain an indi-
vidual (other than a dependent, as defined in 
section 5(d), or a relative of the taxpayer) as 
a member of such taxpayer’s household dur-
ing the period that such individual is—

‘‘(A) a member of the taxpayer’s household 
under a written agreement between the tax-
payer and an organization described in para-
graph (2), (3), or (4) of subsection (b) to im-
plement a program of the organization to 
provide educational opportunities for pupils 
or students in private homes, and 

‘‘(B) a full-time pupil or student in the 
twelfth or any lower grade at an educational 
organization located in the United States 
which normally maintains a regular faculty 
and curriculum and normally has a regularly 
enrolled body of pupils or students in attend-
ance at the place where its educational ac-
tivities are regularly carried on,

shall be treated as amounts paid for the use 
of the organization. 

‘‘(2) LIMITATIONS.—
‘‘(A) AMOUNT.—Paragraph (1) shall apply to 

amounts paid within the taxable year only 
to the extent that such amounts do not ex-
ceed $50 multiplied by the number of full cal-
endar months during the taxable year which 
fall within the period described in paragraph 
(1). For purposes of the preceding sentence, if 
15 or more days of a calendar month fall 
within such period such month shall be con-
sidered as a full calendar month. 

‘‘(B) COMPENSATION OR REIMBURSEMENT.—
Paragraph (1) shall not apply to any amount 
paid by the taxpayer within the taxable year 
if the taxpayer receives any money or other 
property as compensation or reimbursement 
for maintaining the individual in the tax-
payer’s household during the period de-
scribed in paragraph (1). 

‘‘(3) RELATIVE DEFINED.—For purposes of 
paragraph (1), the term ‘relative of the tax-
payer’ means an individual who, with respect 
to the taxpayer, bears any of the relation-
ships described in subparagraphs (A) through 
(H) of section 5(d)(1). 

‘‘(4) NO OTHER AMOUNT ALLOWED AS DEDUC-
TION.—No deduction shall be allowed under 
subsection (a) for any amount paid by a tax-
payer to maintain an individual as a member 
of the taxpayer’s household under a program 
described in paragraph (1)(A) except as pro-
vided in this subsection. 

‘‘(e) DENIAL OF DEDUCTION FOR CERTAIN
TRAVEL EXPENSES.—No deduction shall be al-
lowed under this section for traveling ex-
penses (including amounts expended for 
meals and lodging) while away from home, 
whether paid directly or by reimbursement, 
unless there is no significant element of per-
sonal pleasure, recreation, or vacation in 
such travel. 

‘‘(f) DISALLOWANCE OF DEDUCTIONS IN CER-
TAIN CASES.—For disallowance of deductions 
for contributions to or for the use of Com-
munist controlled organizations, see section 
11(a) of the Internal Security Act of 1950 (50 
U.S.C. 790). 

‘‘(g) TREATMENT OF CERTAIN AMOUNTS PAID
TO OR FOR THE BENEFIT OF INSTITUTIONS OF
HIGHER EDUCATION.—

‘‘(1) IN GENERAL.—For purposes of this sec-
tion, 80 percent of any amount described in 
paragraph (2) shall be treated as a charitable 
contribution.

‘‘(2) AMOUNT DESCRIBED.—For purposes of 
paragraph (1), an amount is described in this 
paragraph if—

‘‘(A) the amount is paid by the taxpayer to 
or for the benefit of an educational organiza-
tion—

‘‘(i) which is described in subsection 
(d)(1)(B), and 

‘‘(ii) which is an institution of higher edu-
cation (as defined in section 3304(f)), and 

‘‘(B) such amount would be allowable as a 
deduction under this section but for the fact 
that the taxpayer receives (directly or indi-
rectly) as a result of paying such amount the 
right to purchase tickets for seating at an 
athletic event in an athletic stadium of such 
institution.
If any portion of a payment is for the pur-
chase of such tickets, such portion and the 
remaining portion (if any) of such payment 
shall be treated as separate amounts for pur-
poses of this subsection. 

‘‘(h) OTHER CROSS REFERENCES.—
‘‘(1) For treatment of certain organizations 

providing child care, see section 501(k). 
‘‘(2) For charitable contributions of part-

ners, see section 702. 
‘‘(3) For treatment of gifts for benefit of or 

use in connection with the Naval Academy 
as gifts to or for the use of the United 
States, see section 6973 of title 10, United 
States Code. 

‘‘(4) For treatment of gifts accepted by the 
Secretary of State, the Director of the Inter-
national Communication Agency, or the Di-
rector of the United States International De-
velopment Cooperation Agency, as gifts to or 
for the use of the United States, see section 
25 of the State Department Basic Authorities 
Act of 1956. 

‘‘(5) For treatment of gifts of money ac-
cepted by the Attorney General for credit to 
the ‘Commissary Funds, Federal Prisons’ as 
gifts to or for the use of the United States, 
see section 4043 of title 18, United States 
Code.

‘‘(6) For charitable contributions to or for 
the use of Indian tribal governments (or sub-
divisions of such governments), see section 
7871.
‘‘SEC. 4. DEDUCTION FOR HOME ACQUISITION IN-

DEBTEDNESS.
‘‘(a) GENERAL RULE.—For purposes of this 

part, there shall be allowed as a deduction 
all qualified residence interest paid or ac-
crued within the taxable year. 

‘‘(b) QUALIFIED RESIDENCE INTEREST DE-
FINED.—The term ‘qualified residence inter-
est’ means any interest which is paid or ac-
crued during the taxable year on acquisition 
indebtedness with respect to any qualified 
residence of the taxpayer. For purposes of 
the preceding sentence, the determination of 
whether any property is a qualified residence 
of the taxpayer shall be made as of the time 
the interest is accrued. 

‘‘(c) ACQUISITION INDEBTEDNESS.—
‘‘(1) IN GENERAL.—The term ‘acquisition in-

debtedness’ means any indebtedness which—
‘‘(A) is incurred in acquiring, constructing, 

or substantially improving any qualified res-
idence of the taxpayer, and 
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‘‘(B) is secured by such residence. 

Such term also includes any indebtedness se-
cured by such residence resulting from the 
refinancing of indebtedness meeting the re-
quirements of the preceding sentence (or this 
sentence); but only to the extent the amount 
of the indebtedness resulting from such refi-
nancing does not exceed the amount of the 
refinanced indebtedness. 

‘‘(2) $100,000 LIMITATION.—The aggregate 
amount treated as acquisition indebtedness 
for any period shall not exceed $100,000 
($50,000 in the case of a married individual 
filing a separate return). 

‘‘(d) TREATMENT OF INDEBTEDNESS IN-
CURRED ON OR BEFORE OCTOBER 13, 1987.—

‘‘(1) IN GENERAL.—In the case of any pre-
October 13, 1987, indebtedness—

‘‘(A) such indebtedness shall be treated as 
acquisition indebtedness, and 

‘‘(B) the limitation of subsection (c)(2) 
shall not apply. 

‘‘(2) REDUCTION IN $100,000 LIMITATION.—The
limitation of subsection (c)(2) shall be re-
duced (but not below zero) by the aggregate 
amount of outstanding pre-October 13, 1987, 
indebtedness.

‘‘(3) PRE-OCTOBER 13, 1987, INDEBTEDNESS.—
The term ‘pre-October 13, 1987, indebtedness’ 
means—

‘‘(A) any indebtedness which was incurred 
on or before October 13, 1987, and which was 
secured by a qualified residence on October 
13, 1987, and at all times thereafter before 
the interest is paid or accrued, or 

‘‘(B) any indebtedness which is secured by 
the qualified residence and was incurred 
after October 13, 1987, to refinance indebted-
ness described in subparagraph (A) (or refi-
nanced indebtedness meeting the require-
ments of this subparagraph) to the extent 
(immediately after the refinancing) the prin-
cipal amount of the indebtedness resulting 
from the refinancing does not exceed the 
principal amount of the refinanced indebted-
ness (immediately before the refinancing). 

‘‘(4) LIMITATION ON PERIOD OF REFI-
NANCING.—Subparagraph (B) of paragraph (3) 
shall not apply to any indebtedness after—

‘‘(A) the expiration of the term of the in-
debtedness described in paragraph (3)(A), or 

‘‘(B) if the principal of the indebtedness de-
scribed in paragraph (3)(A) is not amortized 
over its term, the expiration of the term of 
the first refinancing of such indebtedness (or 
if earlier, the date which is 30 years after the 
date of such first refinancing). 

‘‘(e) OTHER DEFINITIONS AND SPECIAL
RULES.—For purposes of this section—

‘‘(1) QUALIFIED RESIDENCE.—For purposes of 
this subsection—

‘‘(A) IN GENERAL.—Except as provided in 
subparagraph (C), the term ‘qualified resi-
dence’ means the principal residence of the 
taxpayer.

‘‘(B) MARRIED INDIVIDUALS FILING SEPARATE
RETURNS.—If a married couple does not file a 
joint return for the taxable year—

‘‘(i) such couple shall be treated as 1 tax-
payer for purposes of subparagraph (A), and 

‘‘(ii) each individual shall be entitled to 
take into account 1⁄2 of the principal resi-
dence unless both individuals consent in 
writing to 1 individual taking into account 
the principal residence. 

‘‘(C) PRE-OCTOBER 13, 1987, INDEBTEDNESS.—
In the case of any pre-October 13, 1987, in-
debtedness, the term ‘qualified residence’ 
has the meaning given that term in section 
163(h)(4), as in effect on the day before the 
date of enactment of this subparagraph. 

‘‘(2) SPECIAL RULE FOR COOPERATIVE HOUS-
ING CORPORATIONS.—Any indebtedness se-
cured by stock held by the taxpayer as a ten-

ant-stockholder in a cooperative housing 
corporation shall be treated as secured by 
the house or apartment which the taxpayer 
is entitled to occupy as such a tenant-stock-
holder. If stock described in the preceding 
sentence may not be used to secure indebted-
ness, indebtedness shall be treated as so se-
cured if the taxpayer establishes to the satis-
faction of the Secretary that such indebted-
ness was incurred to acquire such stock. 

‘‘(3) UNENFORCEABLE SECURITY INTERESTS.—
Indebtedness shall not fail to be treated as 
secured by any property solely because, 
under any applicable State or local home-
stead or other debtor protection law in effect 
on August 16, 1986, the security interest is in-
effective or the enforceability of the security 
interest is restricted. 

‘‘(4) SPECIAL RULES FOR ESTATES AND
TRUSTS.—For purposes of determining wheth-
er any interest paid or accrued by an estate 
or trust is qualified residence interest, any 
residence held by such estate or trust shall 
be treated as a qualified residence of such es-
tate or trust if such estate or trust estab-
lishes that such residence is a qualified resi-
dence of a beneficiary who has a present in-
terest in such estate or trust or an interest 
in the residuary of such estate or trust. 
‘‘SEC. 5. DEFINITIONS AND SPECIAL RULES. 

‘‘(a) DEFINITION OF SURVIVING SPOUSE.—
‘‘(1) IN GENERAL.—For purposes of this 

part, the term ‘surviving spouse’ means a 
taxpayer—

‘‘(A) whose spouse died during either of the 
taxpayer’s 2 taxable years immediately pre-
ceding the taxable year, and 

‘‘(B) who maintains as the taxpayer’s home 
a household which constitutes for the tax-
able year the principal place of abode (as a 
member of such household) of a dependent—

‘‘(i) who (within the meaning of subsection 
(d)) is a son, stepson, daughter, or step-
daughter of the taxpayer, and 

‘‘(ii) with respect to whom the taxpayer is 
entitled to a deduction for the taxable year 
under section 2.

For purposes of this paragraph, an individual 
shall be considered as maintaining a house-
hold only if over one-half of the cost of main-
taining the household during the taxable 
year is furnished by such individual. 

‘‘(2) LIMITATIONS.—Notwithstanding para-
graph (1), for purposes of this part a taxpayer 
shall not be considered to be a surviving 
spouse—

‘‘(A) if the taxpayer has remarried at any 
time before the close of the taxable year, or 

‘‘(B) unless, for the taxpayer’s taxable year 
during which the taxpayer’s spouse died, a 
joint return could have been made under the 
provisions of section 6013 (without regard to 
subsection (a)(3) thereof). 

‘‘(3) SPECIAL RULE WHERE DECEASED SPOUSE
WAS IN MISSING STATUS.—If an individual was 
in a missing status (within the meaning of 
section 6013(f)(3)) as a result of service in a 
combat zone and if such individual remains 
in such status until the date referred to in 
subparagraph (A) or (B), then, for purposes of 
paragraph (1)(A), the date on which such in-
dividual dies shall be treated as the earlier of 
the date determined under subparagraph (A) 
or the date determined under subparagraph 
(B):

‘‘(A) The date on which the determination 
is made under section 556 of title 37 of the 
United States Code or under section 5566 of 
title 5 of such Code (whichever is applicable) 
that such individual died while in such miss-
ing status. 

‘‘(B) Except in the case of the combat zone 
designated for purposes of the Vietnam con-
flict, the date which is 2 years after the date 

designated as the date of termination of 
combatant activities in that zone. 

‘‘(b) DEFINITION OF HEAD OF HOUSEHOLD.—
‘‘(1) IN GENERAL.—For purposes of this 

part, an individual shall be considered a head 
of a household if, and only if, such individual 
is not married at the close of such individ-
ual’s taxable year, is not a surviving spouse 
(as defined in subsection (a)), and either—

‘‘(A) maintains as such individual’s home a 
household which constitutes for more than 
one-half of such taxable year the principal 
place of abode, as a member of such house-
hold, of—

‘‘(i) a son, stepson, daughter, or step-
daughter of the taxpayer, or a descendant of 
a son or daughter of the taxpayer, but if such 
son, stepson, daughter, stepdaughter, or de-
scendant is married at the close of the tax-
payer’s taxable year, only if the taxpayer is 
entitled to a deduction for the taxable year 
for such person under section 2 (or would be 
so entitled but for subparagraph (B) or (D) of 
subsection (d)(5)), or 

‘‘(ii) any other person who is a dependent 
of the taxpayer, if the taxpayer is entitled to 
a deduction for the taxable year for such per-
son under section 2, or 

‘‘(B) maintains a household which con-
stitutes for such taxable year the principal 
place of abode of the father or mother of the 
taxpayer, if the taxpayer is entitled to a de-
duction for the taxable year for such father 
or mother under section 2.

For purposes of this paragraph, an individual 
shall be considered as maintaining a house-
hold only if over one-half of the cost of main-
taining the household during the taxable 
year is furnished by such individual. 

‘‘(2) DETERMINATION OF STATUS.—For pur-
poses of this subsection—

‘‘(A) a legally adopted child of a person 
shall be considered a child of such person by 
blood,

‘‘(B) an individual who is legally separated 
from such individual’s spouse under a decree 
of divorce or of separate maintenance shall 
not be considered as married, 

‘‘(C) a taxpayer shall be considered as not 
married at the close of such taxpayer’s tax-
able year if at any time during the taxable 
year such taxpayer’s spouse is a nonresident 
alien, and 

‘‘(D) a taxpayer shall be considered as mar-
ried at the close of such taxpayer’s taxable 
year if such taxpayer’s spouse (other than a 
spouse described in subparagraph (C)) died 
during the taxable year. 

‘‘(3) LIMITATIONS.—Notwithstanding para-
graph (1), for purposes of this part, a tax-
payer shall not be considered to be a head of 
a household— 

‘‘(A) if at any time during the taxable year 
the taxpayer is a nonresident alien, or 

‘‘(B) by reason of an individual who would 
not be a dependent for the taxable year but 
for—

‘‘(i) subparagraph (I) of subsection (d)(1), or 
‘‘(ii) paragraph (3) of subsection (d). 
‘‘(c) CERTAIN MARRIED INDIVIDUALS LIVING

APART.—For purposes of this part, an indi-
vidual shall be treated as not married at the 
close of the taxable year if such individual is 
so treated under the provisions of section 
7703(b).

‘‘(d) DEPENDENT DEFINED.—
‘‘(1) GENERAL DEFINITION.—For purposes of 

this part, the term ‘dependent’ means any of 
the following individuals over one-half of 
whose support, for the calendar year in 
which the taxable year of the taxpayer be-
gins, was received from the taxpayer (or is 
treated under paragraph (3) or (5) as received 
from the taxpayer): 
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‘‘(A) A son or daughter of the taxpayer, or 

a descendant of either. 
‘‘(B) A stepson or stepdaughter of the tax-

payer.
‘‘(C) A brother, sister, stepbrother, or step-

sister of the taxpayer. 
‘‘(D) The father or mother of the taxpayer, 

or an ancestor of either.
‘‘(E) A stepfather or stepmother of the tax-

payer.
‘‘(F) A son or daughter of a brother or sis-

ter of the taxpayer. 
‘‘(G) A brother or sister of the father or 

mother of the taxpayer. 
‘‘(H) A son-in-law, daughter-in-law, father-

in-law, mother-in-law, brother-in-law, or sis-
ter-in-law of the taxpayer. 

‘‘(I) An individual (other than an indi-
vidual who at any time during the taxable 
year was the spouse, determined without re-
gard to section 7703, of the taxpayer) who, for 
the taxable year of the taxpayer, has as such 
individual’s principal place of abode the 
home of the taxpayer and is a member of the 
taxpayer’s household. 

‘‘(2) RULES RELATING TO GENERAL DEFINI-
TION.—For purposes of this section—

‘‘(A) BROTHER; SISTER.—The terms ‘broth-
er’ and ‘sister’ include a brother or sister by 
the halfblood. 

‘‘(B) CHILD.—In determining whether any 
of the relationships specified in paragraph (1) 
or subparagraph (A) of this paragraph exists, 
a legally adopted child of an individual (and 
a child who is a member of an individual’s 
household, if placed with such individual by 
an authorized placement agency for legal 
adoption by such individual), or a foster 
child of an individual (if such child satisfies 
the requirements of paragraph (1)(I) with re-
spect to such individual), shall be treated as 
a child of such individual by blood. 

‘‘(C) CITIZENSHIP.—The term ‘dependent’ 
does not include any individual who is not a 
citizen or national of the United States un-
less such individual is a resident of the 
United States or of a country contiguous to 
the United States. The preceding sentence 
shall not exclude from the definition of ‘de-
pendent’ any child of the taxpayer legally 
adopted by such taxpayer, if, for the taxable 
year of the taxpayer, the child has as such 
child’s principal place of abode the home of 
the taxpayer and is a member of the tax-
payer’s household, and
if the taxpayer is a citizen or national of the
United States. 

‘‘(D) ALIMONY, ETC.—A payment to a wife 
which is alimony or separate maintenance 
shall not be treated as a payment by the 
wife’s husband for the support of any depend-
ent.

‘‘(E) UNLAWFUL ARRANGEMENTS.—An indi-
vidual is not a member of the taxpayer’s 
household if at any time during the taxable 
year of the taxpayer the relationship be-
tween such individual and the taxpayer is in 
violation of local law. 

‘‘(3) MULTIPLE SUPPORT AGREEMENTS.—For
purposes of paragraph (1), over one-half of 
the support of an individual for a calendar 
year shall be treated as received from the 
taxpayer if—

‘‘(A) no one person contributed over one-
half of such support, 

‘‘(B) over one-half of such support was re-
ceived from persons each of whom, but for 
the fact that such person did not contribute 
over one-half of such support, would have 
been entitled to claim such individual as a 
dependent for a taxable year beginning in 
such calendar year, 

‘‘(C) the taxpayer contributed over 10 per-
cent of such support, and 

‘‘(D) each person described in subparagraph 
(B) (other than the taxpayer) who contrib-
uted over 10 percent of such support files a 
written declaration (in such manner and 
form as the Secretary may by regulations 
prescribe) that such person will not claim 
such individual as a dependent for any tax-
able year beginning in such calendar year. 

‘‘(4) SPECIAL SUPPORT TEST IN CASE OF STU-
DENTS.—For purposes of paragraph (1), in the 
case of any individual who is—

‘‘(A) a son, stepson, daughter, or step-
daughter of the taxpayer (within the mean-
ing of this subsection), and 

‘‘(B) a student,

amounts received as scholarships for study 
at an educational organization described in 
section 3(d)(1)(B) shall not be taken into ac-
count in determining whether such indi-
vidual received more than one-half of such 
individual’s support from the taxpayer. 

‘‘(5) SUPPORT TEST IN CASE OF CHILD OF DI-
VORCED PARENTS, ETC.—

‘‘(A) CUSTODIAL PARENT GETS EXEMPTION.—
Except as otherwise provided in this para-
graph, if—

‘‘(i) a child receives over one-half of such 
child’s support during the calendar year 
from such child’s parents—

‘‘(I) who are divorced or legally separated 
under a decree of divorce or separate mainte-
nance,

‘‘(II) who are separated under a written 
separation agreement, or 

‘‘(III) who live apart at all times during 
the last 6 months of the calendar year, and 

‘‘(ii) such child is in the custody of 1 or 
both of such child’s parents for more than 
one-half of the calendar year,

such child shall be treated, for purposes of 
paragraph (1), as receiving over one-half of 
such child’s support during the calendar year 
from the parent having custody for a greater 
portion of the calendar year (hereafter in 
this paragraph referred to as the ‘custodial 
parent’).

‘‘(B) EXCEPTION WHERE CUSTODIAL PARENT
RELEASES CLAIM TO EXEMPTION FOR THE
YEAR.—A child of parents described in sub-
paragraph (A) shall be treated as having re-
ceived over one-half of such child’s support 
during a calendar year from the noncustodial 
parent if—

‘‘(i) the custodial parent signs a written 
declaration (in such manner and form as the 
Secretary may by regulations prescribe) that 
such custodial parent will not claim such 
child as a dependent for any taxable year be-
ginning in such calendar year, and 

‘‘(ii) the noncustodial parent attaches such 
written declaration to the noncustodial par-
ent’s return for the taxable year beginning 
during such calendar year.

For purposes of this paragraph, the term 
‘noncustodial parent’ means the parent who 
is not the custodial parent. 

‘‘(C) EXCEPTION FOR MULTIPLE-SUPPORT
AGREEMENT.—This paragraph shall not apply 
in any case where over one-half of the sup-
port of the child is treated as having been re-
ceived from a taxpayer under the provisions 
of paragraph (3). 

‘‘(D) EXCEPTION FOR CERTAIN PRE-1985 IN-
STRUMENTS.—

‘‘(i) IN GENERAL.—A child of parents de-
scribed in subparagraph (A) shall be treated 
as having received over one-half such child’s 
support during a calendar year from the non-
custodial parent if—

‘‘(I) a qualified pre-1985 instrument be-
tween the parents applicable to the taxable 
year beginning in such calendar year pro-
vides that the noncustodial parent shall be 

entitled to any deduction allowable under 
section 2 for such child, and 

‘‘(II) the noncustodial parent provides at 
least $600 for the support of such child during 
such calendar year.

For purposes of this clause, amounts ex-
pended for the support of a child or children 
shall be treated as received from the non-
custodial parent to the extent that such par-
ent provided amounts for such support. 

‘‘(ii) QUALIFIED PRE-1985 INSTRUMENT.—For
purposes of this subparagraph, the term 
‘qualified pre-1985 instrument’ means any de-
cree of divorce or separate maintenance or 
written agreement—

‘‘(I) which is executed before January 1, 
1985,

‘‘(II) which on such date contains the pro-
vision described in clause (i)(I), and 

‘‘(III) which is not modified on or after 
such date in a modification which expressly 
provides that this subparagraph shall not 
apply to such decree or agreement. 

‘‘(E) SPECIAL RULE FOR SUPPORT RECEIVED
FROM NEW SPOUSE OF PARENT.—For purposes 
of this paragraph, in the case of the remar-
riage of a parent, support of a child received 
from the parent’s spouse shall be treated as 
received from the parent.

‘‘PART II—TAX ON BUSINESS ACTIVITIES
‘‘Sec. 11. Tax imposed on business activities.
‘‘SEC. 11. TAX IMPOSED ON BUSINESS ACTIVITIES. 

‘‘(a) TAX IMPOSED.—There is hereby im-
posed on every person engaged in a business 
activity located in the United States a tax 
equal to 20 percent of the business taxable 
income of such person.

‘‘(b) LIABILITY FOR TAX.—The tax imposed 
by this section shall be paid by the person 
engaged in the business activity, whether 
such person is an individual, partnership, 
corporation, or otherwise. 

‘‘(c) BUSINESS TAXABLE INCOME.—
‘‘(1) IN GENERAL.—For purposes of this sec-

tion, the term ‘business taxable income’ 
means gross active income reduced by the 
deductions specified in subsection (d). 

‘‘(2) GROSS ACTIVE INCOME.—For purposes of 
paragraph (1), the term ‘gross active income’ 
means gross income other than investment 
income.

‘‘(d) DEDUCTIONS.—
‘‘(1) IN GENERAL.—The deductions specified 

in this subsection are—
‘‘(A) the cost of business inputs for the 

business activity, 
‘‘(B) the compensation (including contribu-

tions to qualified retirement plans but not 
including other fringe benefits) paid for em-
ployees performing services in such activity, 
and

‘‘(C) the cost of personal and real property 
used in such activity. 

‘‘(2) BUSINESS INPUTS.—
‘‘(A) IN GENERAL.—For purposes of para-

graph (1)(A), the term ‘cost of business in-
puts’ means—

‘‘(i) the actual cost of goods, services, and 
materials, whether or not resold during the 
taxable year, and 

‘‘(ii) the actual cost, if reasonable, of trav-
el and entertainment expenses for business 
purposes.

‘‘(B) PURCHASES OF GOODS AND SERVICES EX-
CLUDED.—Such term shall not include pur-
chases of goods and services provided to em-
ployees or owners. 

‘‘(C) CERTAIN LOBBYING AND POLITICAL EX-
PENDITURES EXCLUDED.—

‘‘(i) IN GENERAL.—Such term shall not in-
clude any amount paid or incurred in con-
nection with—

‘‘(I) influencing legislation, 
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‘‘(II) participation in, or intervention in, 

any political campaign on behalf of (or in op-
position to) any candidate for public office, 

‘‘(III) any attempt to influence the general 
public, or segments thereof, with respect to 
elections, legislative matters, or referen-
dums, or 

‘‘(IV) any direct communication with a 
covered executive branch official in an at-
tempt to influence the official actions or po-
sitions of such official. 

‘‘(ii) EXCEPTION FOR LOCAL LEGISLATION.—
In the case of any legislation of any local 
council or similar governing body—

‘‘(I) clause (i)(I) shall not apply, and 
‘‘(II) such term shall include all ordinary 

and necessary expenses (including, but not 
limited to, traveling expenses described in 
subparagraph (A)(iii) and the cost of pre-
paring testimony) paid or incurred during 
the taxable year in carrying on any trade or 
business—

‘‘(aa) in direct connection with appear-
ances before, submission of statements to, or 
sending communications to the committees, 
or individual members, of such council or 
body with respect to legislation or proposed 
legislation of direct interest to the taxpayer, 
or

‘‘(bb) in direct connection with commu-
nication of information between the tax-
payer and an organization of which the tax-
payer is a member with respect to any such 
legislation or proposed legislation which is 
of direct interest to the taxpayer and to such 
organization, and that portion of the dues so 
paid or incurred with respect to any organi-
zation of which the taxpayer is a member 
which is attributable to the expenses of the 
activities carried on by such organization. 

‘‘(iii) APPLICATION TO DUES OF TAX-EXEMPT
ORGANIZATIONS.—Such term shall include the 
portion of dues or other similar amounts 
paid by the taxpayer to an organization 
which is exempt from tax under this subtitle 
which the organization notifies the taxpayer 
under section 6033(e)(1)(A)(ii) is allocable to 
expenditures to which clause (i) applies. 

‘‘(iv) INFLUENCING LEGISLATION.—For pur-
poses of this subparagraph—

‘‘(I) IN GENERAL.—The term ‘influencing 
legislation’ means any attempt to influence 
any legislation through communication with 
any member or employee of a legislative 
body, or with any government official or em-
ployee who may participate in the formula-
tion of legislation. 

‘‘(II) LEGISLATION.—The term ‘legislation’ 
has the meaning given that term in section 
4911(e)(2).

‘‘(v) OTHER SPECIAL RULES.—
‘‘(I) EXCEPTION FOR CERTAIN TAXPAYERS.—

In the case of any taxpayer engaged in the 
trade or business of conducting activities de-
scribed in clause (i), clause (i) shall not 
apply to expenditures of the taxpayer in con-
ducting such activities directly on behalf of 
another person (but shall apply to payments 
by such other person to the taxpayer for con-
ducting such activities). 

‘‘(II) DE MINIMIS EXCEPTION.—
‘‘(aa) IN GENERAL.—Clause (i) shall not 

apply to any in-house expenditures for any 
taxable year if such expenditures do not ex-
ceed $2,000. In determining whether a tax-
payer exceeds the $2,000 limit, there shall not 
be taken into account overhead costs other-
wise allocable to activities described in sub-
clauses (I) and (IV) of clause (i). 

‘‘(bb) IN-HOUSE EXPENDITURES.—For pur-
poses of provision (aa), the term ‘in-house 
expenditures’ means expenditures described 
in subclauses (I) and (IV) of clause (i) other 
than payments by the taxpayer to a person 

engaged in the trade or business of con-
ducting activities described in clause (i) for 
the conduct of such activities on behalf of 
the taxpayer, or dues or other similar 
amounts paid or incurred by the taxpayer 
which are allocable to activities described in 
clause (i). 

‘‘(III) EXPENSES INCURRED IN CONNECTION
WITH LOBBYING AND POLITICAL ACTIVITIES.—
Any amount paid or incurred for research 
for, or preparation, planning, or coordination 
of, any activity described in clause (i) shall 
be treated as paid or incurred in connection 
with such activity. 

‘‘(vi) COVERED EXECUTIVE BRANCH OFFI-
CIAL.—For purposes of this subparagraph, the 
term ‘covered executive branch official’ 
means—

‘‘(I) the President, 
‘‘(II) the Vice President, 
‘‘(III) any officer or employee of the White 

House Office of the Executive Office of the 
President, and the 2 most senior level offi-
cers of each of the other agencies in such Ex-
ecutive Office, and 

‘‘(IV) any individual serving in a position 
in level I of the Executive Schedule under 
section 5312 of title 5, United States Code, 
any other individual designated by the Presi-
dent as having Cabinet level status, and any 
immediate deputy of such an individual. 

‘‘(vii) SPECIAL RULE FOR INDIAN TRIBAL GOV-
ERNMENTS.—For purposes of this subpara-
graph, an Indian tribal government shall be 
treated in the same manner as a local coun-
cil or similar governing body.

‘‘(viii) CROSS REFERENCE.—
‘‘For reporting requirements and alter-

native taxes related to this subsection, see 
section 6033(e).

‘‘(e) CARRYOVER OF EXCESS DEDUCTIONS.—
‘‘(1) IN GENERAL.—If the aggregate deduc-

tions for any taxable year exceed the gross 
active income for such taxable year, the 
amount of the deductions specified in sub-
section (d) for the succeeding taxable year 
(determined without regard to this sub-
section) shall be increased by the sum of—

‘‘(A) such excess, plus 
‘‘(B) the product of such excess and the 3-

month Treasury rate for the last month of 
such taxable year. 

‘‘(2) 3-MONTH TREASURY RATE.—For pur-
poses of paragraph (1), the 3-month Treasury 
rate is the rate determined by the Secretary 
based on the average market yield (during 
any 1-month period selected by the Sec-
retary and ending in the calendar month in 
which the determination is made) on out-
standing marketable obligations of the 
United States with remaining periods to ma-
turity of 3 months or less.’’

(b) CONFORMING REPEALS AND REDESIGNA-
TIONS.—

(1) REPEALS.—The following subchapters of 
chapter 1 of subtitle A and the items relating 
to such subchapters in the table of sub-
chapters for such chapter 1 are repealed: 

(A) Subchapter B (relating to computation 
of taxable income). 

(B) Subchapter C (relating to corporate 
distributions and adjustments). 

(C) Subchapter D (relating to deferred 
compensation, etc.).

(D) Subchapter G (relating to corporations 
used to avoid income tax on shareholders). 

(E) Subchapter H (relating to banking in-
stitutions).

(F) Subchapter I (relating to natural re-
sources).

(G) Subchapter J (relating to estates, 
trusts, beneficiaries, and decedents). 

(H) Subchapter L (relating to insurance 
companies).

(I) Subchapter M (relating to regulated in-
vestment companies and real estate invest-
ment trusts). 

(J) Subchapter N (relating to tax based on 
income from sources within or without the 
United States). 

(K) Subchapter O (relating to gain or loss 
on disposition of property). 

(L) Subchapter P (relating to capital gains 
and losses). 

(M) Subchapter Q (relating to readjust-
ment of tax between years and special limi-
tations).

(N) Subchapter S (relating to tax treat-
ment of S corporations and their share-
holders).

(O) Subchapter T (relating to cooperatives 
and their patrons). 

(P) Subchapter U (relating to designation 
and treatment of empowerment zones, enter-
prise communities, and rural development 
investment areas). 

(Q) Subchapter V (relating to title 11 
cases).

(R) Subchapter W (relating to District of 
Columbia Enterprise Zone). 

(2) REDESIGNATIONS.—The following sub-
chapters of chapter 1 of subtitle A and the 
items relating to such subchapters in the 
table of subchapters for such chapter 1 are 
redesignated:

(A) Subchapter E (relating to accounting 
periods and methods of accounting) as sub-
chapter B. 

(B) Subchapter F (relating to exempt orga-
nizations) as subchapter C. 

(C) Subchapter K (relating to partners and 
partnerships) as subchapter D. 
SEC. 3. REPEAL OF ESTATE AND GIFT TAXES. 

Subtitle B (relating to estate, gift, and 
generation-skipping taxes) and the item re-
lating to such subtitle in the table of sub-
titles is repealed. 
SEC. 4. ADDITIONAL REPEALS. 

Subtitles H (relating to financing of presi-
dential election campaigns) and J (relating 
to coal industry health benefits) and the 
items relating to such subtitles in the table 
of subtitles are repealed. 
SEC. 5. EFFECTIVE DATES. 

(a) IN GENERAL.—Except as provided in 
subsection (b), the amendments made by this 
Act apply to taxable years beginning after 
December 31, 1999. 

(b) REPEAL OF ESTATE AND GIFT TAXES.—
The repeal made by section 3 applies to es-
tates of decedents dying, and transfers made, 
after December 31, 1999. 

(c) TECHNICAL AND CONFORMING CHANGES.—
The Secretary of the Treasury or the Sec-
retary’s delegate shall, as soon as prac-
ticable but in any event not later than 90 
days after the date of enactment of this Act, 
submit to the Committee on Ways and 
Means of the House of Representatives and 
the Committee on Finance of the Senate a 
draft of any technical and conforming 
changes in the Internal Revenue Code of 1986 
which are necessary to reflect throughout 
such Code the changes in the substantive 
provisions of law made by this Act.

GRASSLEY AMENDMENTS NOS. 
1387–1388

(Ordered to be lie on the table.) 
Mr. GRASSLEY submitted two 

amendments intended to be proposed 
by him to the bill, S. 1429, supra; as fol-
lows:

AMENDMENT NO. 1387

On page 38, after line 24, add the following: 
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SEC. ll. DEEMED IRAS UNDER EMPLOYER 

PLANS.

(a) IN GENERAL.—Section 408 (relating to 
individual retirement accounts) is amended 
by redesignating subsection (q) as subsection 
(r) and by inserting after subsection (p) the 
following new subsection: 

‘‘(q) DEEMED IRAS UNDER QUALIFIED EM-
PLOYER PLANS.—

‘‘(1) GENERAL RULE.—If—
‘‘(A) a qualified employer plan elects to 

allow employees to make voluntary em-
ployee contributions to a separate account 
or annuity established under the plan, and 

‘‘(B) under the terms of the qualified em-
ployer plan, such account or annuity meets 
the applicable requirements of this section 
or section 408A for an individual retirement 
account or annuity,

then such account or annuity shall be treat-
ed for purposes of this title in the same man-
ner as an individual retirement plan (and 
contributions to such account or annuity as 
contributions to an individual retirement 
plan). For purposes of subparagraph (B), the 
requirements of subsection (a)(5) shall not 
apply.

‘‘(2) SPECIAL RULES FOR QUALIFIED EM-
PLOYER PLANS.—For purposes of this title—

‘‘(A) a qualified employer plan shall not 
fail to meet any requirement of this title 
solely by reason of establishing and main-
taining a program described in paragraph (1), 
and

‘‘(B) any account or annuity described in 
paragraph (1), and any contribution to the 
account or annuity, shall not be subject to 
any requirement of this title applicable to a 
qualified employer plan or taken into ac-
count in applying any such requirement to 
any other contributions under the plan. 

‘‘(3) DEFINITIONS.—For purposes of this sub-
section—

‘‘(A) QUALIFIED EMPLOYER PLAN.—The term 
‘qualified employer plan’ has the meaning 
given such term by section 72(p)(4). 

‘‘(B) VOLUNTARY EMPLOYEE CONTRIBUTION.—
The term ‘voluntary employee contribution’ 
means any contribution (other than a man-
datory contribution within the meaning of 
section 411(c)(2)(C))—

‘‘(i) which is made by an individual as an 
employee under a qualified employer plan 
which allows employees to elect to make 
contributions described in paragraph (1), and 

‘‘(ii) with respect to which the individual 
has designated the contribution as a con-
tribution to which this subsection applies.’’

(b) AMENDMENT OF ERISA.—
(1) IN GENERAL.—Section 4 of the Employee 

Retirement Income Security Act of 1974 (29 
U.S.C. 1003) is amended by adding at the end 
the following new subsection: 

‘‘(c) If a pension plan allows an employee 
to elect to make voluntary employee con-
tributions to accounts and annuities as pro-
vided in section 408(q) of the Internal Rev-
enue Code of 1986, such accounts and annu-
ities (and contributions thereto) shall not be 
treated as part of such plan (or as a separate 
pension plan) for purposes of any provision of 
this title other than section 403(c), 404, or 405 
(relating to exclusive benefit, and fiduciary 
and co-fiduciary responsibilities).’’

(2) CONFORMING AMENDMENT.—Section 4(a) 
of such Act (29 U.S.C. 1003(a)) is amended by 
inserting ‘‘or (c)’’ after ‘‘subsection (b)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to plan 
years beginning after December 31, 1999. 

AMENDMENT NO. 1388

At the end of title XIV, insert: 

SEC. ll. TECHNICAL CORRECTIONS TO SAVER 
ACT.

Section 517 of the Employee Retirement 
Income Security Act of 1974 (29 U.S.C. 1147) is 
amended—

(1) in subsection (a), by striking ‘‘2001 and 
2005 on or after September 1 of each year in-
volved’’ and inserting ‘‘2001, 2005, and 2009 in 
the month of September of each year in-
volved’’;

(2) in subsection (b), by adding at the end 
the following new sentence: ‘‘To effectuate 
the purposes of this paragraph, the Secretary 
may enter into a cooperative agreement, 
pursuant to the Federal Grant and Coopera-
tive Agreement Act of 1977 (31 U.S.C. 6301 et 
seq.), with the American Savings Education 
Council.’’;

(3) in subsection (e)(2)—
(A) by striking ‘‘Committee on Labor and 

Human Resources’’ in subparagraph (B) and 
inserting ‘‘Committee on Health, Education, 
Labor, and Pensions’’; 

(B) by striking subparagraph (D) and in-
serting the following: 

‘‘(D) the Chairman and Ranking Member of 
the Subcommittee on Labor, Health and 
Human Services, and Education of the Com-
mittee on Appropriations of the House of 
Representatives and the Chairman and 
Ranking Member of the Subcommittee on 
Labor, Health and Human Services, and Edu-
cation of the Committee on Appropriations 
of the Senate;’’; 

(C) by redesignating subparagraph (G) as 
subparagraph (J); and 

(D) by inserting after subparagraph (F) the 
following new subparagraphs: 

‘‘(G) the Chairman and Ranking Member of 
the Committee on Finance of the Senate; 

‘‘(H) the Chairman and Ranking Member of 
the Committee on Ways and Means of the 
House of Representatives; 

‘‘(I) the Chairman and Ranking Member of 
the Subcommittee on Employer-Employee 
Relations of the Committee on Education 
and the Workforce of the House of Rep-
resentatives; and’’; 

(4) in subsection (e)(3)(A)—
(A) by striking ‘‘There shall be no more 

than 200 additional participants.’’ and insert-
ing ‘‘The participants in the National Sum-
mit shall also include additional partici-
pants appointed under this subparagraph.’’; 

(B) by striking ‘‘one-half shall be ap-
pointed by the President,’’ in clause (i) and 
inserting ‘‘not more than 100 participants 
shall be appointed under this clause by the 
President,’’, and by striking ‘‘and’’ at the 
end of clause (i); 

(C) by striking ‘‘one-half shall be appointed 
by the elected leaders of Congress’’ in clause 
(ii) and inserting ‘‘not more than 100 partici-
pants shall be appointed under this clause by 
the elected leaders of Congress’’, and by 
striking the period at the end of clause (ii) 
and inserting ‘‘; and’’; and 

(D) by adding at the end the following new 
clause:

‘‘(iii) The President, in consultation with 
the elected leaders of Congress referred to in 
subsection (a), may appoint under this clause 
additional participants to the National Sum-
mit. The number of such additional partici-
pants appointed under this clause may not 
exceed the lesser of 3 percent of the total 
number of all additional participants ap-
pointed under this paragraph, or 10. Such ad-
ditional participants shall be appointed from 
persons nominated by the organization re-
ferred to in subsection (b)(2) which is made 
up of private sector businesses and associa-
tions partnered with Government entities to 
promote long term financial security in re-
tirement through savings and with which the 

Secretary is required thereunder to consult 
and cooperate and shall not be Federal, 
State, or local government employees.’’; 

(5) in subsection (e)(3)(B), by striking 
‘‘January 31, 1998’’ in subparagraph (B) and 
inserting ‘‘May 1, 2001, May 1, 2005, and May 
1, 2009, for each of the subsequent summits, 
respectively’’;

(6) in subsection (f)(1)(C), by inserting 
‘‘, no later than 90 days prior to the date of 
the commencement of the National Sum-
mit,’’ after ‘‘comment’’ in paragraph (1)(C); 

(7) in subsection (g), by inserting ‘‘, in con-
sultation with the congressional leaders 
specified in subsection (e)(2),’’ after ‘‘re-
port’’;

(8) in subsection (i)—
(A) by striking ‘‘beginning on or after Oc-

tober 1, 1997’’ in paragraph (1) and inserting 
‘‘2001, 2005, and 2009’’; and 

(B) by adding at the end the following new 
paragraph:

‘‘(3) RECEPTION AND REPRESENTATION AU-
THORITY.—The Secretary is hereby granted 
reception and representation authority lim-
ited specifically to the events at the Na-
tional Summit. The Secretary shall use any 
private contributions received in connection 
with the National Summit prior to using 
funds appropriated for purposes of the Na-
tional Summit pursuant to this paragraph.’’; 
and

(9) in subsection (k)—
(A) by striking ‘‘shall enter into a contract 

on a sole-source basis’’ and inserting ‘‘may 
enter into a contract on a sole-source basis’’; 
and

(B) by striking ‘‘fiscal year 1998’’ and in-
serting ‘‘fiscal years 2001, 2005, and 2009’’.

f 

DEPARTMENT OF THE INTERIOR 
AND RELATED AGENCIES APPRO-
PRIATIONS ACT, 2000

THOMAS (AND ENZI) AMENDMENT 
NO. 1389

Mr. THOMAS (for himself and Mr. 
ENZI) submitted an amendment in-
tended to be proposed by them to the 
bill, H.R. 2466, supra; as follows:

On page 5, line 13, strike the number 
‘‘130,000,000’’ and insert in lieu thereof the 
number ‘‘140,000,000’’; 

On page 5, line 22, strike the number 
‘‘17,400,000’’ and insert in lieu thereof 
‘‘12,400,000’’;

On page 13, line 8, strike the number 
‘‘55,244,000’’ and insert in lieu thereof 
‘‘50,244,000’’.

f 

TAXPAYER REFUND ACT OF 1999

ABRAHAM (AND OTHERS) 
AMENDMENT NO. 1390

(Ordered to lie on the table.) 
Mr. ABRAHAM (for himself and Mr. 

HATCH, Mr. SHELBY, Mr. DEWINE, Mr. 
ROBB, and Mr. SESSIONS) submitted an 
amendment intended to be proposed by 
them to the bill, S. 1429, supra; as fol-
lows:

At the appropriate place in title XI, insert 
the following: 
SECTION 11. PLACED-IN-SERVICE DEFINITION. 

(a) Section 1205 is amended by redesig-
nating subsection (d) as subsection (e) and 
inserting the following: 
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